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The Annual and Special Meet- 
ing of Genstar shareholders will 
be held on Wednesday, May II, 
1983, at 11:00 a.m. at the Hyatt 
Regency Hotel, 655 Burrard 
Street, Vancouver, British Co- 
lumbia, Canada. 


Executive Office: 

Four Embarcadero Center 

San Francisco, California 94111 
U.S.A. 

Tel: (415) 986-7200 


Form 10-K 

Genstar Corporation is incorpo- 
rated under the laws of Canada. 
The company files an annual re- 
port on Form 10-K with the Se- 
curities and Exchange Commis- 
sion, Washington, D.C. This 
report is available free of charge 
to shareholders on request to 
the Public Relations Depart- 
ment of the company. 


Stock Dividend and Dividend 
Reinvestment Plans 
Genstar has established sepa- 
rate optional plans as con- 
venient means for holders of its 
registered common shares to 
elect either to receive stock div- 
idends in lieu of cash or to ac- 
uire additional Genstar shares 
through reinvestment of cash 
dividends and optional cash 
payments. For more informa- 
tion, contact: Canada Per- 
manent Trust Company, Box 
10152, Pacific Centre North, 
701 West Georgia Street, Van- 
couver, British Columbia, 
Canada V7Y 1E5. 


Version Francaise 

Les actionnaires qui désirent 
recevoir ce rapport en francais 
sont priés de s’adresser au ser- 
vice des Relations Publiques de 
la Société. 


Head Office: 

1177 West Hastings Street 
Vancouver, British Columbia 
Canada V6E 3Y3 

Tel: (604) 689-1611 


Genstar Corporation is a leading 
manufacturer and supplier of 
building materials and services 
and is a major developer of land 
and real estate. Primary markets 
include the western provinces of 
Canada and the western and 
southern “Sunbelt” regions of the 
United States. The company also 
has significant financial service 
operations throughout Canada 
and the U.S. 
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Seer neared re 


Ross J. Turner and Angus A. MacNaughton 


The recession that commenced a year earlier in the 
United States spread to Canadian markets in 1982, 
making it a difficult year for many North American 
corporations. New housing starts fell to their lowest 
point since World War II as unacceptable levels 

of unemployment severely dampened consumer 
confidence and high interest rates persisted through 
most of the year. This not only depressed activity 

in Genstar’s building materials and real estate busi- 
nesses but also increased interest costs of the com- 
pany’s variable-rate debt. Despite progress through- 
out the year in reducing short-term debt and other 
expenses and in improving the cost effectiveness of 
operations, the corporation experienced a substan- 
tial loss. 


For the year ended December 31, 1982, Genstar in- 
curred a loss of $84.3 million or $3.36 per common 
share, compared to restated net income of $93.8 mil- 
lion or $2.40 per share in 1981. Revenues totaled 
$1.8 billion, down from $2.1 billion the year before. 
Income in 1981 was restated following a change in 
the method of accounting for foreign exchange 
translations. 

Reflected in the loss are approximately $110 mil- 
lion in pre-tax reserves that were set aside during 
1982. The reserves cover current and anticipated 
future costs of closing several operations and losses 
from or reductions in value of real estate ventures 
and assets. 


The losses were incurred almost entirely in the 
United States by the company’s homebuilding oper- 
ations, by real estate joint ventures, and by cement 
and building supplies manufacturing divisions. 
These same businesses had experienced difficulties 
in 1981, but losses that year were more than offset 
by relative strength in key Canadian markets. This 
was not the case in 1982, when profits in Canada 
fell substantially as the country entered a period of 
deep recession. 

Genstar’s other businesses were generally profit- 
able, although at lower levels than in 1981. Overall, 
operating income after reserves in 1982 was $24.5 
million, down from $242.4 million a year ago. An 
important highlight of the otherwise difficult year 
was the growth of Genstar financial service activ- 
ities, where operating income rose approximately 
60 percent. 


Under these severe business conditions, several 
areas of concern were given highest priority in 1982: 


e Increasing operating efficiency and reducing 
expenses 


In 1982, the company limited its capital expen- 
ditures primarily to projects that will enhance the 
productivity and cost effectiveness of existing 
operations, and total expenditures declined by 55 
percent to $66.2 million, down from $147.5 million 
a year ago. Expenditures of $56.6 million are planned 
in 1983. 

In addition, several unprofitable or inefficient 
plants and facilities were sold or permanently 
closed, and the company continued to phase out 
heavy construction operations and divested its 
consumer-oriented thrift and loan business in 
California. As plants were closed and activities 
reduced in scope, Genstar cut its work force by 
roughly 20 percent. The company operated with an 
average of 2,500 fewer employees throughout 1982, 
and approximately 3,700 fewer were employed at 
year-end than at the end of 1981. 

These and other actions helped keep selling, gen- 
eral and administrative costs $54 million lower than 
in 1981] and significantly reduced operating costs. 
The magnitude of operational savings, however, will 
not be fully felt until 1983, as there were substantial 
expenses associated with plant closures and termi- 
nation of employees. 


e Improving cash flow and reducing short-term debt 


The cutbacks just discussed contributed to cash 
flow by improving overall operating efficiency and 
by reducing requirements for working capital and 
capital expenditures. Also contributing were pro- 
ceeds from the sale of discontinued operations and 
the continuing disposal of surplus assets. In addi- 
tion, there were significant reductions in accounts 


| en a a en 


receivable and inventories. By building primarily 

on a presold basis, wholly-owned U.S. and Canadian 
homebuilding divisions reduced by 60 percent 

the number of residential units available for sale, 
and temporary plant closings reduced manufactur- 
ing inventories. 

As another means of conserving cash, quarterly 
dividends were reduced from 45 cents to 15 cents per 
common share, beginning in the second quarter. 
Genstar also generated about $65 million in cash 
through an agreement completed in early 1982 to 
sell and lease back more than 2,300 pieces of its 
mobile construction equipment. 

Total debt rose slightly during the year as a result 
of consolidating several real estate joint ventures 
which became wholly owned after the company’s 
partners experienced financial difficulties. Short- 
term borrowings were reduced by $151 million, how- 
ever, to a total of $415 million at year-end. It is the 
company’s intention to further reduce short-term 
debt in 1983. 


e Stabilizing the earnings base by reducing depen- 
dence on interest-sensitive, cyclical businesses 


This is a longer range goal toward which progress 
was made in 1982. The reduction in scope of home- 
building activities and withdrawal from heavy con- 
struction will contribute to this objective. Another 
key to its accomplishment lies in the redirection of 
resources to growing financial service operations, 
which are more stable than the company’s other 
businesses. 

A year ago, Genstar added significantly to such ac- 
tivities with the $288-million acquisition of Canada 
Permanent Mortgage Corporation. In 1982, the com- 
pany purchased its partner’s remaining interests in 
American Funding Limited, a U.S. firm active in sec- 
ond mortgage financing. The assets of these and 
other financial service operations, which now total 
approximately $6.6 billion, were consolidated in late 
1982 within a single subsidiary, Genstar Financial 
Corporation. This new subsidiary is structured to 
raise funds in the capital markets to finance its own 
operations. That ability, along with direct infusions 
of capital from Genstar if needed, will make 
sufficient resources available to support growth in 
what the company feels is one of its most promising 
businesses. 


Genstar believes that economic recovery is finally 
under way in the United States, and that this in turn 
will eventually benefit the Canadian economy. 
What remains to be seen, however, is how rapid and 
strong the recovery will be. 

Signs in the U.S. were encouraging at year-end and 
in the early months of 1983. Inflation appears to be 
in check, interest rates have fallen, and homebuyers 
are beginning to return to the marketplace. Unem- 


ployment remains high, however, and could forestall 
the expected upturn in consumer confidence. Com- 
petition in capital markets between the large federal 
deficits and renewed business borrowing could also 
drive up interest rates. Until these problems are 
dealt with, the company must regard the recovery as 
somewhat fragile. 

Nevertheless, the cutbacks achieved in 1982 have 
made Genstar a leaner, more efficient company than 
it was a year ago. The corporation should also bene- 
fit from continued strength in the financial services 
business sector and from additional sales of surplus 
assets. If positive trends continue, the performance 
of most operations should improve. 

Looking beyond 1983, corporate earnings usually 
rebound sharply after a recession since cost reduc- 
tion measures such as those undertaken by Genstar 
lead to improved productivity and higher margins 
when sales rise. In the U.S. and Canada, the com- 
pany’s remaining manufacturing plants are cost- 
effective facilities which, along with real estate 
assets, are located in regions that have historically 
enjoyed above-average growth. These factors, cou- 
pled with continuing efforts to reduce debt and di- 
versify the earnings base, leave the corporation well 
positioned to prosper from economic recovery. 


At the annual meeting of shareholders in May 1982, 
Mr. Yves Boél, Managing Director of Sofina S.A., 
retired as a Genstar Director, and Mr. René Lamy, 
Governor of Société Générale de Belgique S.A., was 
elected to the Board. Mr. Boél had been a Genstar 
Director since 1969, and the company is grateful for 
his wise counsel and many contributions. 

The Directors would also like to express their ap- 
preciation to more than 15,000 Genstar employees 
for their dedication and hard work during a very 
difficult year. The company has confidence in their 
ability to meet every challenge necessary to return 
Genstar to its traditional patterns of growth and 
profitability. 


Angus A. MacNaughton 
President 


Ross J. Turner 
Chairman 


March 10, 1983 
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Building Materials and Services 


1982 (millions) 1981 


Revenues $232.9 $313.2 
Operating Income $ 20.1 $ 58.9 
Products 


Normal portland cement; oil well, high 
early-strength, masonry, sulphate-resistant, 
potash and other specialty cements. High- 
calcium and dolomitic quicklime and 
hydrated lime; various crushed limestone 
products. 

Genstar is a leading manufacturer 
of cement in Canada and a major 
supplier in California, Oregon, and 
Nevada. The company also manu- 
factures large quantities of lime 
products in the Western United 
States. In most cases, raw mate- 
rials are supplied to these opera- 
tions from company-owned quar- 
ries and deposits. 


Cement Plants 


Location: Annual Capacity:* 
British Columbia 1,000,000 
Alberta 1,417,500 
Saskatchewan 227,500 
Manitoba 350,000 
California 1,200,000 
Total 4,195,000 
Lime Plants 

Location: Annual Capacity:* 
Arizona 640,0 
California 124,000 
Nevada 311,000 
Utah 74,000 
Virginia 40,000 
Total 1,189,000 


*Short tons 


1982 (millions) 1981 


Revenues $575.1 $668.1 
Operating Income $ 31.3 $ 69.5 
Products/Services 


Classified sand, gravel, standard and light- 
weight aggregates; crushed stone and gyp- 
sum rock; ready-mix concrete; precast and 
prestressed structural and architectural 
concrete components; concrete blocks, 
pipe and railway ties; bituminous concrete/ 
asphalt; calcium carbonate products; home 
repair products, including dry bagged con- 
crete, mortar and blacktop mixes. Munici- 
pal construction services and real estate 
subdivision servicing (road construction, 
paving and installation of utilities). 

In these businesses, Genstar is par- 
ticularly active in the four western 
provinces of Canada, in Ontario, 
and the Mid-Atlantic region of the 
U.S. Aggregates and other raw ma- 
terials are obtained from the com- 
pany’s own pits and quarries and, 
along with finished concrete prod- 
ucts, are often used in projects un- 
dertaken by Genstar construction 


operations. 

Plants Canada: U.S.: Total: 
Ready-Mix Concrete 21 ey aK 
Precast Concrete 9 — 9 
Concrete Block 6 1 
Concrete Pipe 7 _— 7 
Concrete Rail Ties 1 — 1 


Asphalt & Bituminous 


Concrete 10 8 18 
Dry Bagged Mixes 6 8 14 
Aggregates* 26 tS 41 
Calcium Carbonate 

Products — 1 1 
Total 86 48 134 


*Includes sand, gravel and crushed stone plants 
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1982 (millions) 1981 


Revenues $ 473.9 $ 575.2 
Operating 

Income (loss) $ (42.8) $ (29.C 
Products/Services 


Gypsum wallboard; roofing products (as 
phalt shingles and rolls, liquid asphalt coat 
ings, felt and per asphaltic adhe 
sives; recycled rubber additives for asphal 
paving; concrete admixtures. Wholesalin; 
and distribution of construction material: 
to builders (through Genstar Supply Cen 
ters); sanitary lan Tin and methane ga: 
recovery; sludge disposal. 

The corporation is a leading manu 
facturer of gypsum wallboard ir 
Western Canada and throughout 
the United States, and ranks 
among the largest U.S. manufac 
turers of asphalt roofing products 
Genstar is also becoming increas 
ingly involved in a variety of waste 
management activities. 


Gypsum Wallboard & Roofing Plants 


Location: Annual Capacity 
Wallboard:* Roofing:** 

Br. Columbia 160,000 — 
Alberta 175,000 — 
Saskatchewan 160,000 — 
Arkansas _— 140,000 
California — 200,000 
Colorado 200,000 -- 
Georgia 310,000 175,000 
Illinois — 330,000 
Minnesota — 120,000 
Nevada 315,000 — 
Texas 332,000 200,000 
Total 1,652,000 1,165,000 


*thousands of square feet (for 3-shift, 67-day- 
per-week operations) **tons 


(Roofing figures do not include production 


capacity for 20,000 tons of liquid compounds 
and 190,000 tons of paperboard and felt.) 


1982 (millions) 1981 


Revenues $156.1 $155.4 
Operating Income $ 16.9 $ 33:5 
Services 


Tug and barge transportation (primarily of 
forest products, such as lumber, logs, wood 
chips, pulp and paper, but also including 
limerock, aggregates, petroleum products, 
chemicals, trucks, containers, railway cars, 
and large heavy-lift modular cargo); ship- 
building; ship repairs; salvage; ferrying; 
berthing; lighterage; pollution control. 
Genstar’s large fleet of tugs and 
barges operates primarily along 
the Pacific Coast of North Amer- 
ica. The company performs ship- 
docking services in both Western 
and Eastern Canada. Transport of 
heavy-lift modular cargo and spe- 
cialized support services are pro- 
vided on an international basis. 
Salvage operations are headquar- 
tered in Montreal. Genstar’s ship- 
yard in Vancouver has ship repair 
capabilities and builds vessels for 
both coastal and offshore markets. 
Equipment 

58 tugs, including 2 self-propelled train 
ships; 267 barges, including 6 submersible 
barges measuring 400 x 100 feet and 3 self- 
loading, self-dumping log barges ranging 
from 12,500 to 20,000 tons. 


Other operations, not pictured, consist of a 
50 percent interest in a company that, di- 
rectly or through affiliates, manufactures 
and markets nitrogen-based chemicals, in- 
dustrial gases, fertilizers and blasting 
agents in Canada and the U.S. 


Swans BAG 
Land/Real Estate 


1982 (millions) 1981 


Revenues $280.3 $470.3 
Operating 
Income (loss) $ (55.9) $104.5 


Products/Services 
Single-family homes, duplexes and town- 
houses; condominium conversions; shop- 
ping centers; warehouses; industrial parks. 
Development of residential, commercial 
and industrial land. 
Genstar is engaged in home- 
building and is a major developer 
of land and commercial proper- 
ties. Primary areas of activity in- 
clude the provinces of British Co- 
lumbia, Alberta, Manitoba and 
Ontario in Canada, and the states 
of Washington, California, Ari- 
zona, Texas and Florida in the U.S. 
Genstar Unit Sales/Housing 

1978 1979 1980 1981 1982 
Canada 2,534 2,199 1,757 1,684 1,259 
WSs DAA SOG 2,021 allo el LOO 


Total 4,979 5,777 4,584 3,413 2,449 


Genstar Acreage/Land Development** 


Held 

in Part- 
Owned Optioned nership _ Total 
Canada 12,599 773 10,808 24,180 


Urs" 8,684 3,083 2,568 14,335 
Total 21,283 3,856 13,376 38,515 


*U.S. figures include residential units and ac- 
reage of joint ventures or partnerships formerly 
accounted for in Genstar’s financial services 
business sector. 


** At December 31, 1982. Figures exclude 8,463 
serviced residential lots. 


Financial Services 


1982 (millions) 1981 


Revenues $98.9 $67.3 
Operating Income $84.5 $52.4 
Services 


Financial intermediary operations; trust 
services, real estate brokerage; mortgage 
banking; title insurance and escrow ser- 
vices; capital equipment leveraged-lease 
brokerage; rental of electronic test and 
measurement equipment; container leas- 
ing; venture capital investment, thrift and 
loan operations. 

A variety of financial service sub- 
sidiaries are consolidated within 
Genstar Financial Corporation, a 
newly formed institution with ap- 
proximately $6.6 billion in assets. 
The company has nearly 200 sav- 
ings, loan, trust, and real estate 
sales offices throughout Canada. 
Mortgage banking operations in 
the United States service a 
$4.4-billion portfolio of loans for 
investors. Title insurance and es- 
crow services are provided in 
Northern California. Leveraged- 
lease brokerage activities and elec- 
tronic equipment rentals are con- 
ducted ehistiohont the U.S. and 
Canada. Container leasing is an in- 
ternational enterprise. Venture 
capital activities consist of equity 
investments in emerging high- 
technology companies in the 
United States. 
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Operating income from 
cement and lime manufac- 
turing declined by nearly 
two-thirds in 1982, with the 
continued deterioration of 
demand and prices in U.S. 
markets accounting for 
most of the decrease. 

At Genstar’s Canadian ce- 
ment plants, where earnings 
reached record levels the 
year before, income fell in 
direct proportion to a 25 per- 
cent drop in volume. These 
operations were able to 
maintain market share and 
improve profit margins, 
however, despite low 
demand in both domestic 
and export markets. In- 
ventories were reduced by 
plant shutdowns of varying 


lengths, and the extensive 
modernization programs of 
recent years contributed to 
productivity when plants 
were operating. Stringent 
cost controls, better gross 
margins, reduced capital 
expenditures and lower 
working capital require- 
ments also kept operating 
cash flow above that of 1981. 
In the U.S., Genstar ce- 
ment and lime operations 
incurred a loss in 1982. Ce- 
ment volumes were down 
by nearly a third as sales for 
residential construction and 
public works projects 
continued to decline and 
commercial construction 
markets weakened after 
mid-year. Recent expansions 
of both Genstar’s and com- 
petitors’ plant capacities 
also intensified competi- 
tion, and prices fell well 
below 1979 levels. The com- 


pany was able to limit its 
losses by carefully control- 
ling inventories through 
periodic plant closures, and 
by using the older of its two 
plants primarily to produce 
specialty cements while 
manufacturing higher- 
volume types at the new 
plant in Redding, California. 
That plant, completed in 
early 1981, is one of the most 
efficient in the United 
States. In addition to its 
significantly higher produc- 
tivity, it consumes 30 per- 
cent less coal and 20 percent 
less electricity than the 
facility it replaced. 

Sales of Genstar lime 
products fell by about 
20 percent in 1982, primar- 
ily because of reduced de- 
mand for quicklime and 
hydrated lime in the de- 
pressed steel, copper, paper 
and glass industries. Sales of 
lime increased, however, for 
water and sewage treatment, 
air pollution control, soil 
stabilization and mining 
applications. As a conse- 
quence, prices held up rea- 
sonably well. By altering the 
composition of its dolomitic 
quicklime, Genstar was also 
able to penetrate the fiber- 
glass manufacturing market 
for the first time. 

As part of the effort to 
curtail expenses and 
improve cash flow, capital 
expenditures at cement and 
lime operations were re- 
duced to $21.7 million in 
1982, down from $58.6 mil- 
lion the year before. Of that 


amount, approximately 
$13.4 million was spent on 
the recently expanded 
Alberta plant to complete 
grinding mills and storage 
facilities and on the quarry 
which provides that plant 
with limestone. In 1983, ex- 


penditures of only $9.8 mil- 
lion are planned, most of 
which will be used to com- 
plete the quarry expansion. 
Operating income from 
cement and lime should 
improve in 1983. In Western 
Canada, some gains are 
expected in volumes of 


Building Materials and Services 


Operating 
Revenues Income 

(millions) (millions) 
1800 150 
1500 125 
1200 100 
900 75 
600 50 
300 25 

0 78 79 80 81 82 0 78 79 80 81 82 


cement sold for residential 
construction, although 
gross margins may decline 
because of government 
wage and price guidelines. 
In the U.S., cement opera- 
tions should benefit from a 
new $5-billion federal road- 
building and repair program. 
In addition, the recent with- 
drawal of some competitors 
from key markets should 
help reduce pressure on 
prices. Genstar’s increased 
penetration of new lime 
markets should also con- 
tribute to better perfor- 
mance. In particular, gains 
are forecast in sales of lime 
for air pollution control at 
coal-burning power plants 
and for soil stabilization at 
construction sites. 
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Although U.S. and Eastern 
Canadian markets held up 
reasonably well, construc- 
tion activity in Western 
Canada fell off sharply dur- 
ing 1982. Competition for 
low levels of available busi- 
ness, in turn, put intense 
pressure on prices, and 
Genstar profits were re- 
duced substantially in most 
western provinces. The 
company also experienced 
losses in heavy construction 
activities. 

As a result, operating 
income from concrete prod- 
ucts, aggregates and con- 
struction services was less 
than half of 1981’s record 
level. 

The largest shortfalls in 
Canada occurred in what 
are traditionally two of 
Genstar’s strongest markets. 
Reduced activity in Alberta 
oilfields and poor demand 
for British Columbia forest 
products seriously weakened 
the economies of both prov- 
inces, bringing about a steep 
decline in residential, 
commercial and industrial 
construction. In addition, 
poor conditions in Saskatch- 
ewan were made worse by a 
lengthy strike among build- 
ing trades workers, and the 
Manitoba market was weak 
for the third straight year. 


As conditions worsened, 
operations responded by 
substantially reducing over- 
head costs, working capital 
requirements and capital 
expenditures. Such adjust- 
ments, coupled with rela- 
tively good demand in a few 
product lines, permitted 
operations to remain profit- 
able under very difficult 
circumstances. 

Because of a large backlog 
of orders carried forward 
from 1981, revenues in West- 
ern Canada from precast 
concrete structural com- 
ponents approximated those 
of a year ago. Results in- 
cluded record sales of pre- 
cast concrete railway ties. 
Sales of specialty packaged 
mixes also improved. Reve- 
nues from concrete blocks, 
ready-mix and aggregates, 
however, were lower than a 
year ago, and demand for 
concrete pipe fell substan- 
tially when unsold inven- 
tories of serviced lots 
brought private land devel- 
opment to a standstill. 

Genstar’s construction 
divisions had an equally 
difficult year. 

Following the company’s 
decision in late 1981 to 
withdraw from the volatile 
heavy construction busi- 
ness, losses were incurred in 
both the U.S. and Canada as 
projects were completed and 
operations closed with atten- 
dant costs. Of the two 
remaining projects, one will 
be completed before mid- 
year; the second, a joint ven- 
ture in which the company 
has a 15 percent interest, 
will extend into 1984. 


Genstar will continue 
to be active in municipal 
construction work and sub- 
division servicing in four 
Western Canadian cities, 
and these enterprises were 
profitable in 1982. Income 
was lower than a year ago, 
however, as revenues from 
residential lot servicing fell 
in response to a 65 percent 
drop in single-family hous- 
ing starts. Returns from 
municipal work were also 
reduced by cutbacks in 
government spending. 

Markets of manufactur- 
ing and construction opera- 
tions in the U.S. and Eastern 
Canada held up somewhat 
better than in the western 
provinces. As a result, these 
operations were able to 
match revenues and earn- 
ings of the previous year. 
Sales of packaged concrete 
and other dry mixes were up 
substantially, and Genstar 
expanded the capacity of its 
Ontario packaged materials 
plant in 1982. Revenues from 
calcium carbonate products 
approximated those of a 
year ago. Volumes of aggre- 
gates in the U.S. also 
matched last year’s, al- 
though sales declined in 
Eastern Canada. Revenues 
from ready-mix and black- 
top were somewhat lower 
than in 1981, but ready-mix 
profits rose because of 
reductions in the price of 
cement. 

Capital expenditures by 
these operations in both the 
U.S. and Canada during 1982 
amounted to $13.2 million, 
down significantly from 
$45.1 million the year be- 


fore. The largest project is 
an $11-million expansion 
and automation program 
which will be completed 

in May at the company’s 
quarry in Frederick, Mary- 
land. Capital investments in 
1983 are expected to total 
$12.9 million. 


In addition to reducing 
capital outlays, Genstar in 
1982 entered into a sale and 
leaseback transaction for 
2,300 pieces of the com- 
pany’s mobile construction 
equipment which generated 
approximately $65 million 
in cash. The company also 


increased its efforts to 
dispose of marginal assets. 
Surplus gravel pits and plant 
sites were sold in Western 
Canada, and unprofitable 
masonry cement and com- 
mercial stone operations 
were closed in the United 
States. 

In 1983, reasonably good 
gains in income are antici- 
pated from concrete, aggre- 
gates and construction ser- 
vices. Performance should 
improve at most continuing 
operations, and the majority 
of losses from heavy con- 
struction activities have 
already been absorbed. 

In the U.S., the modern- 
ized Frederick quarry is 
expected to contribute to 
profitability, and revenues 
should rise in response to 
increased federal outlays for 
highway construction. In 
addition, the company will 
benefit from a major local 
roadbuilding program in 
Maryland, a state where 
U.S. operations are particu- 
larly active. Because of cost 
reductions and production 
efficiencies achieved in 
1982, income from manu- 
facturing divisions in West- 
ern Canada will probably 
approximate last year’s 
earnings, even though they 
entered 1983 with a smaller 
backlog of orders than a year 
ago. Western Canadian 
municipal and subdivision 
construction units will 
benefit as housing markets 
improve, but gains will not 
be substantial until large 
existing inventories of 
serviced lots are depleted. 


Genstar building supplies 
operations manufacture gyp- 
sum wallboard and asphalt 
roofing products, operate 
wholesale building supply 
outlets, and engage in some 
relatively new waste man- 
agement activities. This 
segment of the company’s 
building materials business 
is most directly influenced 
by conditions in U.S. resi- 
dential construction mar- 
kets, and substantial losses 
were incurred in both 1981 
and 1982 as housing starts 
fell to their lowest levels in 
more than 35 years. 

Demand for building sup- 
plies in the United States 
continued to decline during 
1982. Although new home 
construction approximated 
that of the year before, the 
commercial, industrial, 
remodeling and home repair 
markets were significantly 
weaker. As a result, margins 
eroded because of competi- 
tive pressure on pricing and 
low utilization of plant 
capacity. 

In response to these diffi- 
cult conditions, Genstar 
sold or permanently closed 
several marginal U.S. opera- 
tions as the year progressed. 
Included were one roofing 
plant, two gypsum wall- 
board plants, and 22: whole- 
sale supply centers. The 
17 remaining centers are 
now principally located in 
higher growth areas of the 
Southwestern United 


States. In addition, two 
other roofing plants have 
been temporarily closed 
until markets improve. 
Inventories have also been 
reduced by one-third, and 
salaried employment at the 
U.S. division is down more 
than 40 percent from last 
year’s level. 

These actions helped cut 
losses from on-going opera- 
tions to one-half the level 
of 1981, despite the lower 
volumes. Total losses in- 
creased substantially, how- 
ever, when reserves of about 
$30 million were estab- 
lished to cover the cost of 
plant and supply center 
closings. 

Earnings were also under 
pressure at gypsum wall- 
board operations in Western 
Canada, where large de- 
clines in residential and 
commercial construction 
reduced volumes by about 
one-third. These plants did 
maintain market share and 
return a small profit, how- 
ever, benefiting from strin- 
gent cost controls, improved 
production line speeds and 
other operating efficiencies. 

For the first time since its 
formation in 1979, Genstar’s 
waste management division 
produced a modest operat- 
ing profit on slightly lower 
revenues. This was more 
than offset, however, by the 
write-off of development 
costs when a proposed 
chemical waste disposal 
venture was abandoned. 
Otherwise, only the returns 
from sludge disposal activ- 
ities were below expecta- 
tions. Profits significantly 
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improved at both of the 
company’s rubber recycling 
plants, and the sanitary 
landfill unit performed well. 
Genstar also completed con- 
struction of an innovative 
1-megawatt power plant that 
produces energy from de- 
composing landfill waste. 
The plant burns methane 
gas in generators to produce 
electricity for sale to local 
utilities. At year-end, con- 
tracts were received to build 
two more of these facilities. 
Capital expenditures of 
building supplies operations 
in 1982 totaled $20.4 mil- 
lion, compared to $29.3 mil- 
lion a year ago. Projects that 
reduced production costs or 
improved the competitive 
position of U.S. operations 
received priority. A new 
“co-generation” system, for 
instance, has substantially 
lowered energy costs at a 
major gypsum plant by gen- 
erating electricity with the 
same heat used to dry wall- 
board. The largest invest- 
ment was the purchase of a 
glass-mat manufacturing 
machine to serve company 
roofing plants in the Central 
United States. Shingles 
made from fiberglass mats 
coated with asphalt are cap- 
turing an increasing share of 
roofing markets. They also 
require less asphalt to man- 
ufacture than conventional 
felt-mat shingles, signifi- 
cantly reducing the cost of 
raw materials. Genstar re- 
cently added to its line of 
glass-mat shingles, and the 
new machine will increase 
glass-mat production capac- 
ity to over 50 million pounds 
annually, up from about 14 


million at present. In 1983, 
approximately $17.2 million 
in capital expenditures are 
planned, about half of which 
are for the glass-mat facility. 
With the exception of the 
waste management divi- 
sion, where performance 
should continue to improve 
in 1983, the outlook for 
building supplies operations 
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depends almost entirely on 
the rate of recovery in key 
housing markets. While 
some improvement is antici- 
pated in Western Canada, 
volumes and income of 
Canadian wallboard plants 
may rise only slightly 
because of a continuing 
decline in commercial 
construction. In the U.S., 


however, roofing and 
wallboard operations are 
expecting a gradual turn- 
around if housing markets 
rebound as anticipated. 

The remaining U.S. plants 
and supply centers are cost- 
effective operations that are 
strategically located in areas 
which should experience 
above-average growth as 
housing markets gain 
strength. At year-end, some 
signs of recovery were al- 
ready apparent. Inventories 
of new homes were low, con- 
struction money became 
more readily available, and 
buyers were re-entering the 
marketplace as declining 
mortgage rates made hous- 
ing more affordable. Late in 
the year and early in 1983, 
those factors caused season- 
ally adjusted rates of new 
housing starts and building 
permits to rise significantly. 

Genstar believes this posi- 
tive trend will continue 
through at least a portion of 
the coming year. With even 
limited growth, the cost 
reduction and productivity 
improvement programs of 
1982 should substantially 
reduce or eliminate losses 
from U.S. operations. More 
optimistically, if mortgage 
loans remain available at 
reasonable rates for most of 
the year and higher unem- 
ployment does not dampen 
homebuyers’ confidence, 
the demand for building 
supplies could increase 
significantly. This, coupled 
with lower production 
costs, would return these 
operations to profitability. 


Although revenues from 
marine services increased 
slightly in 1982, a less 
profitable mix of business 
reduced margins, and oper- 
ating income was well be- 
low last year’s record level. 
Genstar’s largest marine 
operation, its Pacific Coast 
fleet of tugs and barges, was 
adversely affected by a 
continuing decline in ship- 
ments of lumber, logs and 
wood chips for the de- 
pressed forest products 
industry. This is the fleet’s 
principal source of business, 
and volumes were even 
below those of 1981 when 
there was a lengthy strike 
by forest products workers 
in British Columbia. Low 
levels of residential, com- 
mercial and industrial con- 
struction also significantly 
reduced shipments of lime- 
rock to West Coast cement 
plants. Although there was 
greater demand for marine 
services in the construction 
of new port facilities, the 
increase was not sufficient 
to compensate for shortfalls 
in primary markets. Asa 
consequence, utilization of 
equipment was consider- 
ably lower than a year 
ago, and operating profits 


fell because of the relatively 
high fixed costs of fleet 
operations. 

In contrast, the shipyard 
at Vancouver had an excel- 
lent year. High volumes of 
new ship construction pro- 
duced record revenues and 
earnings despite much 
smaller returns from ship 
repairs. Shipbuilding yields 
lower margins than repairs, 
however, and income did 
not increase as muchas 
revenues. Six vessels were 
delivered during the year, 
and substantial progress was 
made on a large ice-breaking 
supply ship that will sup- 
port oil exploration activ- 
ities in the Arctic. Made 
from thick plates of steel, 
the 260-foot-long vessel is 
being built under a $32- 
million contract and will be 
delivered before mid-year. 

At the marine division in 
Eastern Canada, there were 
relatively few salvage oppor- 
tunities for the second year 
in a row. Two major jobs 
were completed in 1982, but 
both were bid under highly 
competitive conditions 
that reduced margins and 
earnings. 

Demand for marine equip- 
ment in international 
markets was also low as 
declining petroleum prices 
caused a decrease in 
offshore oil exploration and 
production. In response, 
some vessels that had been 
operating in the Gulf of 
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Mexico were relocated to 
more promising sites, and 
greater emphasis was placed 
on obtaining contracts to 
transport large, heavy-lift 
cargo. Major projects in- 
cluded moving a drilling rig 
from the Amazon Basin to 
Australia and transporting 
pipelaying equipment be- 
tween Australia and Europe. 
These contracts resulted in 
higher revenues, but costs of 
fuel, port fees and other 
third-party expenses were 
also higher than when work 
is performed on a time char- 
ter basis, as was generally 
the case in 1981. Although 
these projects made good 
contributions to earnings, 
the overall decrease in inter- 
national marine activity 
kept equipment utilization 
and operating income below 
last year’s level. 

Capital expenditures 
during the year amounted 
to $3.5 million, down from 
$5.7 million in 1981. The 
only major project com- 
pleted in 1982 was installa- 
tion of heavy-lift cranes 
on the largest of Genstar’s 
three self-loading/self- 
dumping log barges. In- 
creased lifting capacity will 
permit faster, more efficient 
loading and will enable the 
vessel to handle the 50-ton 
bundles of logs that are now 
common in the industry. 
Engines and drives were also 
purchased for a new ship- 
docking tug which Genstar 
will use to service expanded 
coal port facilities in British 
Columbia. Capital expendi- 


tures of $5.4 million are 
anticipated in 1983. 
During the coming year, 

there should be some im- 
provement in operating in- 
come from marine services, 
although earnings are not 
expected to return to the 
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record level of 1981. West 
Coast tug and barge opera- 
tions should benefit from 
increasing shipments of 
lumber and logs as the resi- 
dential construction indus- 
try gains strength. Only 
marginal improvement is 


expected in other segments 
of the forest products indus- 
try, however, and low levels 
of commercial and indus- 
trial construction will con- 
tinue to depress shipments 
of limerock. Gains also will 
be partially offset by lower 
revenues and earnings from 
international marine oper- 
ations, where limited levels 
of business will again make 
competitive conditions 
difficult throughout the 
year. Shipbuilding revenues 
are expected to remain high 
however, and shipyard mar- 
gins should rise as improv- 
ing economic conditions 
stimulate other types of 
marine activity, increasing 
the volume of ship repairs. 
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Other Operations consist of 
a half-interest in Nitrochem 
Inc., a Canadian corporation 
that manufactures nitrogen- 
based chemicals and indus- 
trial gases and which has in- 
terests in other companies 
that produce mixed fertil- 
izers and explosives. In 
1982, poor economic condi- 
tions weakened key indus- 
trial, mining and agricul- 
tural markets in both the 
U.S. and Canada, and costs 
of natural gas and other 
feedstocks escalated more 
than sales prices. A small 
loss was experienced as a re- 
sult. Assuming reasonable 
improvement in the econ- 
omy, rising demand in all 
major markets should re- 
turn Nitrochem to profit- 
ability in 1983. 
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For two consecutive 

years, high interest rates 
and a lack of consumer 
confidence in the economy 
have kept North American 
housing sales at their lowest 
levels since the Second 
World War. 

In 1981, the shortfall in 
Genstar’s U.S. markets was 
offset by near-record returns 
from Canadian housing and 
land development oper- 
ations. Markets in Canada 
softened significantly in 
1982,, however, when inter- 
est rates and unemployment 
reached postwar highs. As a 
consequence, total Genstar 
revenues from land and real 
estate development fell by 
40 percent, and the com- 
pany suffered a substantial 
loss in what has tradition- 
ally been one of its most 
profitable businesses. 

The loss resulted almost 
entirely from homebuilding 
projects in the Western 
United States, including 
more than 60 joint ventures 
for which the company had 
provided equity financing. 
Because Genstar took over 
some of these projects when 
partners were unable to 
meet financial commit- 
ments, all joint ventures are 
now accounted for as part of 
the company’s land and real 
estate business sector. In 
the past, they had been in- 


cluded in the financial ser- 
vices sector, and prior years 
revenues and earnings have 
been restated to reflect this 
change. 

During 1982, Genstar 
homebuilding operations in 
the U.S. and Canada sold 
2,449 residential units, 
down 28 percent from 1981 
and 47 percent from 1980. 

Canadian housing oper- 
ations experienced a small 
loss when sales dropped 
sharply in Alberta, where 
depressed conditions in the 
oil industry spread through 
the entire economy. To 
reduce expenses, the pre- 
fabricated housing com- 
ponents factory was closed 
and all Canadian home- 
building operations were 
consolidated within one 
division, permitting a 
significant reduction in 
personnel. 

Genstar’s housing sales 
fell even more dramatically 
in the United States, largely 
because of reduced activity 
at joint venture devel- 
opments. Low volumes, 
high carrying costs of in- 
ventories of unsold homes, 
and the expense of providing 
buyers with low-interest 
mortgages contributed to 
losses significantly higher 
than in 1981. The only 
profitable market was in 
Texas, where the economy 
remained relatively strong. 
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California operations were 
the most severely affected, 
and three housing divisions 
in that state were combined 
into a single unit with atten- 
dant reductions in staff. 

High priority was also 
given to reducing inven- 
tories. At year-end, wholly- 
owned housing operations 
in both the U.S. and Canada 
had 2.52 residential units 
completed or under con- 
struction and available for 
sale, down 60 percent from 
650 units at the beginning of 
the year. Joint ventures had 
670 completed units for sale 
at the end of 1982, most of 
which are condominium 
conversions. This was a 
small reduction from 713 a 
year earlier. 

Genstar’s land devel- 
opment operations were 
profitable in 1982, but at 
much lower levels than the 
year before. In Canada, reve- 
nues fell by more than one- 
third as residential, com- 
mercial and industrial 
construction declined 
significantly in all major 
markets. Conditions were 
no less difficult in the 
United States, and sales of 
Genstar land were reduced 
by 50 percent despite im- 
proved returns in Texas. 

At year-end, in both the 
U.S. and Canada, the com- 
pany owned, had options on 
or held in partnership 38,515 
acres of land and 8,463 ser- 
viced lots, compared to 
46,830 acres and 7,843 lots 
at the end of 1981. 

For sale or retention in its 
own investment portfolio, 
Genstar also develops com- 
mercial and industrial prop- 
erties. Operating income 
from Canadian develop- 


ments rose significantly 

in 1982, and earnings from 
the development of shop- 
ping centers and industrial 
parks in the U.S. approached 
1981’s record level. Gains 
were offset somewhat, 
however, by losses on joint- 
venture commercial devel- 
opments in the U.S. which 
were previously accounted 
for in the financial services 
business sector. 


In 1983, Genstar believes 
its land and real estate 
operations will return to 
profitability. The degree of 
improvement will depend 
on the continuation of posi- 
tive trends that became ap- 
parent in the United States 
at year-end and in early 
1983, particularly the sta- 
bilization of interest rates at 
mote affordable levels and 
the return of consumer 


Land and Real Estate Development 
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confidence in the economy. 
Regardless of the pace of 
the recovery, Genstar will 
continue to exercise caution 
in its homebuilding activ- 
ities. Wholly-owned hous- 
ing inventories are now at 
levels consistent with mar- 
ket demand, and the past 
year’s results included re- 
serves of more than $60 mil- 
lion which are expected to 
cover anticipated losses aris- 
ing from joint ventures and 
reductions in value of real 
estate assets. In 1983, Gen- 
star will continue to reduce 
joint venture investments 
and will start new homes 
primarily on a presold basis. 
Land development activ- 
ity will also be limited until 
the oversupply of lots in the 
marketplace is absorbed. 
Assuming further im- 
provement in the economy, 
Genstar believes earnings 
from Canadian land devel- 
opment projects should at 
least approximate those of 
1982, and returns from U.S. 
operations should rise. 
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Operating income from 
financial services rose 60 
percent in 1982, reflecting 
not only improved per- 
formance by several oper- 
ations, but also the relative 
stability of others under 
generally poor economic 
conditions. 

As a means of strength- 
ening this business sector, 
the company consolidated 
most financial service activ- 
ities late in the year within 
a newly formed subsidiary, 
Genstar Financial Corpo- 
ration. 


Genstar Financial 
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With its combined 
assets and good earnings 
growth, it is structured to 
raise funds more easily in 
various capital markets to 
finance its own activities. 
Such funds, coupled with di- 
rect contributions of capital 
from Genstar when needed, 
should make ample re- 
sources available to support 
this promising business. 

The largest operation 
within the new subsidiary is 
Canada Permanent Mort- 
gage Corporation, which 
Genstar acquired in 198] for 
$288 million. 

The Permanent has nearly 
200 offices across Canada 
and also conducts business 
in Great Britain. Asa 
financial intermediary, it ac- 
cepts demand and term de- 
posits from the public and 
invests them in residential 
mortgages, personal and 
commercial loans, and 
money market securities. It 
also offers a full range of 
fiduciary services through 
its trust division, and is one 
of Canada’s leading real es- 
tate brokerage firms. 

The Permanent’s income 
from operations rose appre- 


ciably in 1982. Returns from 
the financial intermediary 
services division, in particu- 
lar, showed steady improve- 
ment as the year progressed, 
and earnings also bene- 
fited from the effect of dis- 
counting the loan portfolio 
at the time of acquisition 
by Genstar. 

The intermediary division 
presently manages more 
than 400,000 savings and 
checking accounts and over 
600,000 term deposits and 
registered savings plans. At 
year-end, such deposits and 
other liabilities were being 
used to fund a portfolio of 
loans and other assets total- 
ing $5.9 billion, up 4.5 per- 
cent from 1981. 

Income from inter- 
mediary activities is deter- 
mined by the average mar- 
gin or spread between 
interest paid on liabilities 
and interest earned on as- 
sets. Along with many of 
its competitors, The Per- 
manent’s spreads had been 
adversely affected by rapidly 
rising interest rates because 
of a mismatch between 
types and maturities of as- 
sets and liabilities. 

During 1982, through im- 
proved matching of in- 
vestments and loans with 
deposits of similar maturi- 
ties, the company was suc- 
cessful in reducing its sensi- 
tivity to rate changes, thus 
ensuring reasonable mar- 
gins on new fixed-rate busi- 
ness. The overall match 
within the portfolio was 
also improved by reducing 
the total of fixed-rate mort- 
gages by $344 million and 
reinvesting those funds in 
variable-rate assets, gener- 
ally for short terms. At year- 


end, assets with interest 
rates fixed for periods longer 
than one year amounted to 
$4.3 billion, of which $2.2 
billion will mature in 1983. 
These actions reduced the 
excess of variable-rate de- 
posits over variable-rate as- 
sets from $620 million at 
the beginning of 1982 to 
$59 million at the end of 
the year. As a result, The Per- 
manent’s liquidity improved 
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significantly and is now 
well above regulatory re- 
quirements, a prudent posi- 
tion during times of uncer- 
tain economic conditions. 
Average interest margins 
also improved as the year 
progressed. 

The Permanent’s trust di- 
vision, which earns fees and 
commissions from a wide 
range of fiduciary services, 
also had an encouraging 
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year. For individuals, the 
company engages in in- 
vestment management, es- 
tate planning, and the ad- 
ministration of estates and 
trusts. For corporate clients, 
it acts as stock transfer 
agent, registrar and bond 
trustee. It also serves as in- 
vestment manager and cus- 
todian of pension and other 
employee benefit funds. 
During the year, installation 
of anew, computerized sys- 
tem was completed that 
will permit more efficient 
management of pension 
fund assets. 

The Permanent’s real es- 
tate brokerage division ex- 
perienced a loss in 1982 as 
high interest rates anda 
sluggish economy seriously 
weakened real estate mar- 
kets in Canada. To reduce 
expenses several unprofit- 
able sales offices were 
closed or consolidated, and 
losses diminished late in 
the year as sales began to re- 
turn to more normal levels. 

In 1982, substantial new 
investments were made in 


income producing real es- 
tate, which generated record 
revenues and earnings. At 
year-end, The Permanent’s 
portfolio of commercial pro- 
perties had a book value of 
$118 million, up from $34 
million at the end of 1981. 

In the United States, Gen- 
star’s financial service oper- 
ations had an outstanding 
year, and operating income 
rose by nearly a third from 
the prior year’s record level. 

Large gains were made in 
rentals of electronic test and 
measurement equipment, 
primarily as a result of 
higher expenditures for de- 
fense and for research and 
development. Approxi- 
mately $25 million was in- 
vested in new equipment 
during the year, and assets 
at the end of 1982 totaled 
more than $55 million, up 
12 percent from a year ago. 

There was an equally 
significant increase in earn- 
ings from mortgage banking 
activities. In this business, 
income is derived primarily 
by purchasing mortgages 
from other lenders for resale 
to institutional investors 
and by servicing a portfolio 
of such loans for the com- 
pany’s clients. At year-end, 
that portfolio totaled 
approximately $4.4 bil- 
lion, up slightly from 1981. 
This operation expanded 
during the year by pur- 
chasing the remaining 
equity in American Funding 
Limited, a major second 
mortgage company in 
which it had owned half- 
interest since 1980. 

Sales of venture capital 
investments also continued 


to generate outstanding 
profits. The largest trans- 
actions were sales through 
initial public offerings of a 
portion of Genstar’s hold- 
ings in Dionex Corporation 
and Quantum Corporation. 
These companies are typical 
of the promising young 
high-technology firms in 
which Genstar purchases 
and holds equity positions 
for long-term appreciation. 
At year-end, the company’s 
portfolio included holdings 
in 53 such companies, 
among them large interests 
in Activision, Inc., and 
Apollo Computer, Inc., two 
firms which have been en- 
joying particularly rapid 
growth. 

Genstar’s container leas- 
ing operation completed its 
first full year of business in 
1982, and expanded its fleet 
of containers to more than 
20,000 20-foot-equivalent 
units. Although world trade 
markets were severely de- 
pressed, the new operation 
contributed significantly to 
earnings through the sale of 
tax benefits associated with 
the purchase of these con- 
tainers. The company also 
succeeded in expanding its 
customer base. With offices 
presently on three con- 
tinents, it is now providing 
leased containers to the 
shipping industry ona 
worldwide basis. 

It was not a good year for 
all U.S. financial service 
operations, but even those 
faced with difficult market 
conditions performed well 
under the circumstances. 
Genstar’s leveraged-lease 
brokerage company, because 
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of excess capacity and an 
oversupply of capital equip- 
ment in the U.S., arranged 
lease financing for only 
about $125 million in plants 
and equipment, down from 
approximately $300 million 
a year ago. Despite the 
shortfall in business, it 
essentially operated on a 
break-even basis. Real estate 
markets were equally de- 
pressed, yet cost-reduction 
efforts permitted a return to 
profitability by title insur- 
ance and escrow operations. 

The company divested 
its.California consumer 
finance subsidiary during 
the year, but retains its Ne- 
vada thrift and loan oper- 
ation. The latter primarily 
makes real estate loans and 
reported a modest profit in 
1982. 

In 1983, further gains are 
anticipated in earnings from 
financial service activities. 
Strong performances are 
again expected from U.S. 
operations, and returns 
from Canada Permanent 
should continue to improve. 
Better matches in maturi- 
ties of assets and liabilities 
should yield more satis- 
factory interest margins for 
The Permanent’s inter- 
mediary division, and the 
new pension fund manage- 
ment system should in- 
crease fee income from trust 
services. The Permanent 
also plans to further expand 
its investments in income 
producing property, and the 
real estate brokerage di- 
vision will benefit from cost 
reduction measures and ris- 
ing revenues as housing 
markets improve. 
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For the five years ended December 31, 1982 1982 1981 1980 1979 1978 


(millions of Canadian dollars) 


(restated) 
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Pally diluted § 2.4). ..:. 22 (3.36) 2.34 4.48 4.06 3.09 
United States method 
TUNA See ages © ot. ke (3.36) QuaT 4.54 4.26 3.24 
Fully diluted ......... (3.36) 2.34 4.48 4.08 3.19 
Dividends Pb me ote oe. 0.90 1.80 1.65 1.25 0.81 
bOOKsValUChat Vir s nek 19.83 24.12 23:99 19.20 16.25 
Return on net assets (pre-tax). 1.1% 9.9% 16.1% Leo Joan LO-3 76 
Return on commonequity .. (16.8%) 9.9% 19.7% 22.3% 19.4% 
otal debt to equity ... 2240: 62:38 57:43 49:51 62:38 49:51 
Long-term debt to equity ... 48:52 40:60 40:60 53:47 32:68 
pliotal assets chur Secs as $2,660.3 $2,868.2 $2,467.5 $2,401.4 $1,492.7 
Deferred income taxes ..... 82.1 167.8 181.3 183.9 15:3 
bone -ternidebti.; 7... 2... 773.6 657.6 639.6 729.4 262.5 
Redeemable preferred shares . 120.0 120.0 120.0 120.0 120.0 
Convertible redeemable 

preferre@ shares... @e.n.s)- 106.9 Ne by bal Liss 8.6 10.3 
Common shares and 

contributed surplus ...... 296.8 291.7 285n 186.1 180.2 
Retained carnings ya. .t ake. os 316.8 448.0 429.4 341.4 Mey sen 
(millions except employees) 

Working capital vce $. 91.7. $ 136.7 °$ 404.9 3$7 305.0) “$268.6 
Funds from (Required by] 

Operations’ ti. ewe die. (106.1) 145.3 223.6 167.5 153.2 
(apical expenditures’... 66.2 147.5 ibe) 8) 106.1 52.8 
Common shares outstanding 

PACE Ula Lien 2h anetiey Ses pe 30.9 30.6 30.2 27.4 26.8 

PAVCTACCRE wore cu cul enn ot 30.7 30.5 28.5 273 26.4 


Average number ofemployees 17,788 = 20,225 lal 19,850 10,428 


Excluding the net assets and operations of The Flintkote Company which were acquired effective December 31, 1979. 
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A loss of $84.3 million ($3.36 per common 
share) was recorded in 1982, compared to re- 
stated income of $93.8 million ($2.40 per com- 
mon spate (tn 1981 and $157.9 million ($4.92 per 
common share) in 1980. Per share amounts are 
based on average outstanding common shares 
of 30.7 million in 1982, 30.5 million in 1981 and 
28.5 million in 1980. Prior years’ amounts have 
been restated for a change in foreign exchange 
translation accounting described in Note 1 to 
the consolidated financial statements. 


Following are highlights of 1982 operating 
results in comparison to 1981 and 1980: 


1982 revenues of $1.8 billion were 18% lower 
than 1981. All industrial categories, except 
Financial Services and Marine Services, were 
adversely affected by the general recession and re- 
ported significant reductions in revenues. 1981 
revenues of $2.1 billion were 7% lower than 
the record level of 1980, as increased Canadian 
revenues were more than offset by the initial 
effects of the recession on United States 
revenues. 


Gross profit for 1982 was 17% compared to 
27% in the two preceding years. The decrease 
reflects depressed operating conditions in 
1982. Major gross profit reductions from 1981 
were as follows: 


~ $95 million of costs associated with plant 
closings and write-down of certain land hold- 
ings and joint venture investments. These 
costs reduced 1982 gross profit by 5.4%. 


— $105 million because of the reduced sales 
volume. 


-— $80 million because of the reduced gross 
profit percentage. 


1981 gross profit from operations decreased | 
$55 million from 1980 as a result of lower 
revenues. 


Cost control programs and the streamlining 
of operations helped to offset lower 1982 gross 
profit as selling, general and administrative 
expenses were reduced by $54 million, or 
nearly 21%, from the preceding year and 9% 
from 1980. The 1982 reduction was achieved 
even after charges of $15 million associated 
with employee terminations and plant clos- 
ings. The 15% increase in 1981 was attribut- 
able to increased personnel costs and the gen- 
eral effects of inflation. 


Financing costs increased 23% during both 
1982, and 1981 because of higher average vari- 
able rate borrowings in both years and increased 
interest rates in 1981. 


Operations required $106 million of funds for 
1982 losses after generating $145 million in 
1981 and $224 million in 1980. However, in 
1982 operating working capital was reduced by 
$210 million resulting in a net generation 
of investment funds of $154 million compared 
to $79 million in 1981 and $181 million in 
1980. 


Cash dividends of $47 million, including 
$19 million for preferred shares, were 38% 
lower than 1981 and 27% lower than 1980. 
Capital expenditures were also lower at $66 
million in 1982, compared to $148 million in 
1981 and $172 million in 1980. 


The total debt-to-equity ratio increased from 
57:43 in 1981 to 62:38 in 1982. The increase in 
1982 reflects the combined effects of $60 mil- 
lion of additional debt and the 1982 loss. 


The following discussion of major factors 
affecting the operating income of each indus- 
trial category during the three years ended De- 
cember 31, 1982 should be read in conjunction 
with “Results by Industrial Category” included 
on pages 30 and 31 of this report. 


Cement and Lime 
Sales Volumes 1982 1981 1980 
(thousands of tons} 
Cement 
Canada—Domestic ........ 1,292 2157 70maeses 
-— Exports... eee 128 128 351 


1,420 1,898 2,244 


—Western.........-s 52-5 552 804 921 
—Eastern (sold in late 1980) . — — 838 
552 804 1,759 
Total ane ee Sic ee a 1,972. 2, 70224-0005 
Lime Products 
Wnited/Statess sae 526 666 657 
Production Capacity 
Utilization 
@ement— Canada eee 46% 62% 73% 
—United States .... 62 64 102, 
Lime;ProductSm ae 41 52, Sit 


Total 1982 volumes were 27% lower and 35% 
lower than 1981 and 1980 levels, respectively. 
Lower sales volumes reduced capacity utiliza- 
tion at Canadian cement facilities and United 
States lime facilities to low levels, particularly 
in 1982. Periodic shut-downs were required in 
1982, to more closely match production and de- 
mand. The low utilization levels and continued 
depressed market demand and prices resulted 
in approximately $15 million of charges for re- 
Heed plant and other asset values. These write- 


— eee 


downs reduced 1982 gross margin to 29.3% 
compared to 34.0% in 1981. The lower 1980 
gross margin of 28.3% was the result of the low- 
margin plants in the eastern United States, 
which were sold late in that year. 


Operating income decreased from $50.8 million 
in 1980 and $58.9 million in 1981 to $20.1 mil- 
lion in 1982. In Canada, higher gross margin 
from the efficient productive capacity at Ed- 
monton and Vancouver was more than offset by 
reduced volume, resulting in a 22% reduction 
in operating income. 


Concrete, Aggregates and Construction Services 
Sales Volume of Major Products 1982 1981 1980 


(millions} 
Concrete (cubic yards)<". 5... 1.6 PRD) 2.8 
Aggregates |{OS)g er. oa. «5. 20.6 244 25.2 
Concrete Blocks 
(stamndard Witvitshsyce-o2 sy. e's: 14355214 23:8 


Revenues decreased 14% in 1982, because of 
reduced construction activity particularly in 
Western Canada. Nearly one half of this reduc- 
tion was due to the reduced sales to other Gen- 
star divisions. The significant volume decrease 
in 1982 of major products, as indicated in the 
table above, was partially offset by price in- 
creases for all products and improved sales of 
packaged materials. 1981 revenues increased 
10% from 1980 as higher selling prices and 
higher precast concrete activity more than off- 
set the effects of lower unit volumes of major 
products. 


Gross profit decreased to 16% in 1982 compared 
to 23% in 1981 and 20% in 1980. During 1982, 
U.S. operations experienced a modest decline in 
gross profit and in Canada gross profit was re- 
duced by cost increases, competitive bidding on 
municipal construction contracts and losses 
from heavy construction operations. Included 
in the 1982 cost increase was lease expense re- 
lated to a mobile equipment sale and leaseback 
transaction, which was partially offset by lower 
depreciation expense. Increased selling prices, 
asset sales and cost control and reduction pro- 
grams contributed to most of the gross profit 
improvement in 1981. 


Operating income in 1982 decreased 55% from 
1981, principally because of lower margins. Cost 
controls were effective in reducing overhead ex- 
penses by nearly $10 million and depreciation 
was $9 million lower. These expense reductions 
were not sufficient to offset the decrease in 
gross profit. 


Heavy construction operations incurred oper- 
ating losses of $10 million during 1982, after 
generating modest operating income in 1981 
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and operating losses in 1980. No new contracts 
are being undertaken in these low margin 
operations. Construction services operations, 
which build municipal improvements, gener- 
ated marginal operating income during 1982 af- 
ter generating excellent returns in 198] and 
1980. Reduced volume of real estate activity 
and competitive bidding on municipal projects 
pee in the difficult operating environment 
in ; 


A reduction of 1,300 employees, 21% of the 
work force, occurred during 1982 as a result of 
the completion of large projects, the closing of 
operations and reduced volume of business. 


Building Supplies 
Sales Volumes of Major Products 1982 1981 1980 
Gypsum products 

(billions of square feet) ..... 12 1.4 1.6 
Roofing (thousands of tons) . . . 657 698 838 
Number of wholesale supply 

centers at year-end a0. 17 39 So! 
Production Capacity 

Utilization 
Gypsum products 1.2 ssa 64% 70% 80% 
Rooting eres 2 iene ak eee 50 49 58 


Revenues of $474 million in 1982 declined by 
18% and 22% from 1981 and 1980, respectively, 
as a result of the depressed construction market 
and reductions in productive capacity. In the 
United States, Genstar sold, mothballed or 
closed several unprofitable facilities, including 
five plants and 22 wholesale supply centers. 


Low levels of production and competitive pric- 
ing eroded gross margins from 13.4% in 1980 
and 8.1% in 1981 to 4.2% in 1982, the latter 
figure including reserves of $20 million for 
costs of closing excess facilities. Selling, general 
and administrative expenses declined by $13 
million in comparison to 1981. Nevertheless, an 
operating loss of $43 million was recorded, $14 
million higher than 1981. Excluding reserves, 
the operating loss in 1982 was less than half the 
level in 1981. In 1980, the division generated 
operating income of $16 million as volumes and 
pee were sufficient to exceed the division’s 
reak-even point. 


Canadian gypsum wallboard sales volume de- 
clined by 40% from 1981's level as a result of 
large reductions in residential and commercial 
construction. These operations contributed a 
small operating profit in 1982, down signifi- 
cantly from 1981 and 1980 levels. 


Waste disposal and energy recovery operations 
recorded small operating losses in each year of 
the 1980-82 period, however the current year 

included provisions to reduce to market value 


i) 
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certain facilities held for sale. Operating in- 
come from flyash and sanitary landfill opera- 
tions continued to improve. 


Marine Services and Other Operations 
Revenue growth in 1982 resulted primarily 
from the unusually large amount of new con- 
struction work in the shipyard division. Utili- 
zation of the Canadian tug and barge fleet was 
at low levels in 1982 due to the severe downturn 
in the forest products industry, a primary source 
of business. Equipment utilization was at a 
high level in 1980 and 198] except for a six-week 
strike in the forest products industry in 1981. 


Although revenues from marine operations 
continued to grow, operating income decreased 
by 41.9%, to $17.5 million after remaining con- 
stant from 1980 to 1981. Gross margin percent- 
age, stable in 1980 and 1981 at 32%, declined 
significantly to 21% in 1982 because a larger 
proportion of shipyard work was in low margin 
new construction. 


Utilization of equipment in international 
marine operations was also low in 1982 and 
profitability declined with reductions in oil 
exploration activity in the Gulf of Mexico that 
contributed to 1981 income. Marine salvage op- 
erations produced a normal operating income 
contribution in 1982 after an above average 1981. 


Other operations comprise a chemical and 
mixed fertilizer joint venture formed in the first 
quarter of 1981 from operations wholly owned 
prior to that time. This business operated at a 
small loss in 1982 compared to income of 

$3.4 million in 1981 and $3.9 million in 1980. 


Land and Real Estate Development 


Sales Volumes 1982 1981 1980 
Single family, duplex 
and townhouse units 
Genstar Divisions 
Canadaw. 2. asa 1,259 1,684 1,757 
United States) nae eee 633 699 954 
Joint Ventures 
Wnited/Statesma aes 557 1/0307 #15873 
2,449 3,413 4,584 
Residential building lots 
Genstar Divisions 
Canada aes het sere 510 1,320 1,045 
Wnited/Statesim-ae eee 364 257 595 
Joint Ventures 
Ganaday eae eae 488 893 1,396 
Wiited Statesue pert iiereene pd) 133 80 
1,384 2,603 3,116 


Sales Volumes 1982 1981 1980 
Land (acres) 
Genstar Divisions 
Canada Bie: pees 8 eh 529 2,024 892 
United Statesias cite lee 327.7. 824 era 
Joint Ventures 
Cariada tare cnt. ett eter 217 614 79 
Usuted: States. erates 21 8 17 
1,094 3,470 2,159 


1982 revenues decreased 40% on volume reduc- 
tions of 28% for housing, 47% for lots and 68% 
for acreage. During the year, housing operations 
concentrated on selling inventories of com- 
pleted houses and serviced land, while new con- 
struction was limited to multi-family projects 
under contract and pre-sold single-family units. 
The volume of land sales remained depressed in 
the United States and declined significantly in 
Canada during 1982 as homebuilders attempted 
to reduce their existing housing and land inven- 
tories. 1981 revenues include a large acreage sale 
for a government transportation and utility 
corridor. 


In 1981 revenues decreased 22% from the 1980 
record level. During 1981 emphasis was placed 
on raw land sales in Canada to compensate for 
the reduction in land sales in the U.S. and hous- 
ing sales in both countries. 


Gross profit in 1981 was 36% and in 1980 was 
41%. A gross profit break-even during 1982 in- 
cludes reserves of $63 million to reduce the 
carrying value of certain land holdings and real 
estate joint ventures. Excluding the reserves, 
gross profit percentage was still only half the 
1981 level because of a combination of lower 
land sales, which traditionally generate high 
profit margins, and the high cost of financing 
programs used as a marketing aid to sell hous- 
ing inventory. The decline in gross profit mar- 
gin in 1981 from 1980 reflected the decline in 
economic conditions during the year. 


Selling, general and administrative expenses 
were cut by $11 million (18%) in 1982, mod- 
erating somewhat the decline in gross profit. 
Nevertheless, an operating loss of $56 million 
was recorded in 1982, compared to operating in- 
come of $105 million in 1981 and $192 million 
in 1980. Before the previously mentioned re- 
serves, this industrial category operated at a 
small profit in 1982 as losses in the United 
States were offset by income from Canadian 
operations. The company’s operations, par- 
ticularly in California, have been curtailed 
until market conditions improve. The decrease 
in 1981 operating income compared to 1980 was 
primarily caused by lower revenues and losses 
in U.S. housing operations. 
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Financial Services 

Financial services include primarily non- 
consolidated operations where revenues com- 
prise Genstar’s proportionate equity basis share 
of subsidiaries’ net income. Operating income 
of the financial services category was $84.5 mil- 
lion in 1982, compared to $52.4 million in 1981 
and $26.5 million in 1980. The improved 1982 
contribution of financial services activities 
confirms that these operations will contribute 
good returns even during periods of severely 
depressed economic conditions. 


The investment in high technology start-up 
companies has been a consistent source of 
income on public sale or merger of these 
companies. Operating income of $25 million 
from venture capital operations in 1982 was 
down slightly from the preceding year, as 
generally uncertain stock market conditions 
during the middle of the year delayed the sale of 
certain matured investments. Two promising 
investments, Quantum Corporation and 
Dionex Corporation, did go public in Decem- 
ber, however. 


Canada Permanent Mortgage Corporation has 
continued to work towards improving the re- 
turns on its $6 billion of assets. Without reason- 
able matching of fixed interest rate assets and 
liabilities and their maturities and matching of 
variable rate assets and liabilities, CPMC net 
interest income may fluctuate dramatically as 
market rates change and as fixed rate items ma- 
ture. A mismatch could produce exceptionally 
high income levels, but CPMC’s experience 
during the past several years demonstrated the 
opposite effect. The following table demon- 
strates the progress which CPMC has made in 
reducing the mismatches: 


1982 1981 1980 


(millions of dollars) 


Net Asset Analysis 


Fixed rate assets 
in excess of fixed 


Tat ViAbilit heSi elu olen. cckie 4. 3 $214 $807 $1,030 
Variable rate liabilities 

in excess of variable 

TAtCrASSCUSs TOR heisiars: . ctoew S's 59 620 822, 


The capability to develop a large portfolio with 
a consistent market rate return was recognized 
in accounting for the CPMC acquisition. The 
unfavorable future net interest cost implicit in 
the mismatch at the date of acquisition of 
CPMC was deducted to achieve the “fair value” 
of the financial assets and liabilities and as- 
signed to intangible assets associated with 
CPMC. In 1982 and 1981, Genstar’s eee in- 
come from CPMC has been increased by $37.5 


million and $16.7 million, respectively, by re- 
moving the unfavorable interest costs from 
CPMC’s results. Other acquisition adjust- 
ments, including reduction of marketable secu- 
rity gains, reduced equity income by $11.5 mil- 
lion in 1982 and $13.3 million in 1981. 

The actual reduction in interest sensitivity is 
reflected in CPMC’s 1982 equity income, before 
securities gains, of $7.4 Serhan as opposed to a 
comparable post-acquisition break-even in 1981. 
Additional details of CPMC equity income and 
acquisition accounting are included in Note 16 
to the consolidated financial statements. 


Mortgage banking and instrument rental opera- 
tions produced increased operating income in 
1980, 1981 and 1982. Container leasing was 
profitable in 1982, the first full year of oper- 
ation, as a result of the sale of tax benefits gen- 
erated from its growing container fleet in- 
vestment. Operating income includes a loss of 
approximately $3.1 million on the sale of Cali- 
fornia thrift and loan operations. 


The financial position and results from oper- 
ations of the financial services subsidiaries 
which recently were reorganized under Genstar 
Financial Corporation are summarized in 

Note 6 to the consolidated financial state- 


ments. 

Interest expense 1982 1981 1980 
(millions of dollars} 

Vong-termidebteeeersy ore 92 86 76 

Short-term debtqa. 3 a eee 117 84 62 


$209 $170 $138 


Interest expense increased by 23% in both 1982 
and 1981]. The increase in 1982 consisted of 

$6 million for additional long-term debt and 
$33 million for increased short-term debt 
financed at bank prime and commercial paper 
rates. Between 1980 and 1982, financing costs 
increased by $71 million, reflecting higher in- 
terest rates, the cost of additional investments 
in working capital, financing of a major acquisi- 
tion and assumption of control of several joint 
ventures. 


At December 31, 1982, total Genstar borrowings 
were $1,366 million compared to $1,306 million 
at the end of 1981. Of these amounts, variable 
rate debt was $843 million in 1982 and $756 
million in 1981, including $142 million in 1982 
resulting from the consolidation of several joint 
ventures for which Genstar has assumed con- 
trol. Interest expense in 1982 includes $10 mil- 
lion related to ehete joint ventures, representing 
26% of the year’s increased financing costs. The 
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balance of the increase was the result of higher 
average borrowings in 1982. 


The company places great emphasis on the im- 
portance of measuring operating performance 
in order to help determine the business invest- 
ments which will ensure a strong and viable 
future. Both internally and externally, various 
measures of performance have been used to 
compare efficiency and profitability between 
divisions of Genstar and between Genstar and 
its competition. In prior years, the measure of 
performance used externally has been RONA— 
return on net assets—an after-tax measure of 
operating income as a ratio of capital employed. 


Return on Net Assets (Pre-tax) 
20% 


15% 
10% 


*excluding the net assets 
i | 5 and operations of The 
a | y he Flintkote Company which 
0% a were acquired effective 


5% 
73 74.75 76 77 78 79°80 8182 December 31, 1979. 


Losses at both the divisional and consolidated 
levels have served to de-emphasize performance 
measurement in 1982, as the difficult economic 
conditions and the emphasis on generating cash 
superceded the traditional priority of improving 
income performance. Also, tax recoveries tend 
to distort the meaning of RONA. However, for 
purposes of continuity, a pre-tax measure of 
industrial category performance is presented on 
pages 30 and 31 of this report. This measure is 
the ratio of operating income to total assets less 
accounts payable and deferred revenue. In 1982, 
the consolidated pre-tax RONA was 1.1%, down 
from 9.9% in 1981 and 16.1% in 1980. Because 
1980 was a record year, it stands as a benchmark 
against which current performance should be 
measured. 


Return on common shareholders’ equity was 
Hoe in 1982 compared to 9.9% in 1981] and 
9.7% 1n 1980. 
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Total debt was $1,366 million at December 31, 
1982, up only $60 million from the previous 
year-end in spite of the severity and speed of the 
downturn in business conditions in the early 
part of 1982. By the end of the second quarter, 
total debt had risen to $1,588 million before pro- 
grams aimed at improving cash flow started to 

roduce results. The following actions contri- 
bared to the significant reduction of debt in the 
second half and to stabilizing the financial 
structure of the company: 

The common share dividend was cut from a 
quarterly rate of 45 cents to 15 cents, an annu- 
alized savings of $37 million. 

Total employment was reduced by 21%. 

Inventory build-up was reversed by closing 
plants in the company’s building materials 
operations and emphasizing cash flow rather 
than income in the company’s real estate 
operations. 

Venture capital sales were expedited where 
possible. 

Collection of receivables was further empha- 
sized and credit policies were reviewed an 
stringently applied. 

Several businesses and facilities were offered 
for sale, some of which were sold by the end of 
1982. 

The financial services divisions were reor- 
pees to create an independent, self- 

nancing group of companies which allowed 
reduction in the company’s direct investment 
in these operations. 

The company’s committed bank lines of 
credit were extended to mid-1984. 

$200 million of revolving bank lines of credit 
were extended to a 12-year term bearing prime 
rate of interest. 


At the same time that these positive actions 
were taking place, many of the company’s real 
estate joint venture partners were unable to 
continue to financially support the projects 
causing Genstar to take over these partnerships 
and become responsible for related debts. By the 
end of 1982, $146 million of inventories of the 
partnerships had been consolidated. Following 
is further information detailing the actions 
taken by the company to improve liquidity. 


Current Assets 1982 1981 1980 
(days) 
Accounts receivable turnover 58 64 60 


INVeENtory tUImOVer menue ere 164 162 143 
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The company was able to reduce accounts 
receivable proportionately more than the reduc- 
tion in revenues resulting in a significant 
improvement in turnover in spite of the diffi- 
cult economic environment. Inventory turnover 
deteriorated only slightly in 1982, even with the 
consolidation of joint venture inventories. 


Asset Sales 

The Statement of Changes in Financial Position 
shows that the company generated $189 million 
through sales of non-current assets, compared 
to $160 million in 1981 and $187 million in 1980. 
The 1982 sales provided most of the financing 
for necessary renewal and replacement of these 
same long-term assets. Negotiations continue 
with regard to several manufacturing facilities 
siney could result in sales in the first half of 

1 : 


Financial Services Reorganization 

Late in 1982, most of the company’s financial 
services operations were consolidated under a 
newly-created holding company, Genstar 
Financial Corporation (GFC). The purpose of 
the reorganization was to combine within the 
same legal structure the many growing finan- 
cial services businesses in the United States 
with the large and stable Canada Permanent 
Mortgage Corporation. With assets of more 
than S66 billion, GFC has the potential to raise 
significant amounts of new capital to finance 
future growth in financial services, a strategic 
objective of the company. The initial capital 
raised by GFC, amounting to approximately 
$100 million, was used to create the new group 
by purchasing operations and partially repaying 
inter-corporate debt from the company. Note 6 
to the consolidated financial statements pre- 
sents condensed financial statements of GFC. 


Bank Lines of Credit December 31 
1982 1981 
(millions of dollars) 
(DERE E E55 a ae ean ee 830 940 
nice mora ceStcks a ete scr citis nse + _ 360 
ELI OP Cian NO RRNS cehinc es fv oe's s « 120 120 
$950 $1,420 


Average short-term borrowings were $660 mil- 
lion in 1982 compared to $415 million in 1981. 
Peak short-term janevings were $750 million 
in 1982, up slightly from $736 million in 1981. 


Interest rates paid by the company were at or 
below the prime lending rate in both years, de- 
pending upon the amount of borrowing through 
commercial paper. In 1982, the reduced usage of 


commercial paper in Canada reflected the lower 
credit rating of the company’s commercial pa- 
per. Only $14 million of commercial paper was 
outstanding at the end of 1982 in Canada. 


In the United States, approximately $215 mil- 
lion of the bank lines of credit at December 31, 
1981 were used to support a significant commer- 
cial paper program. All U.S. bank lines of credit 
were terminated in the third quarter of 1982 
when, in the course of the annual renewal of 
these credit facilities, the U.S. banking group 
sought such restrictive lending conditions that 
the company decided to operate without these 
corporate bank lines at the present time. 


The Canadian bank lines of credit are com- 
prised of both committed and demand facilities 
with all of the major Canadian banks. The com- 
mitted facilities comprise a total of $737 mil- 
lion made up of long- and short-term lines of 
credit. At December 31, 1981, $637 million of 
the committed lines of credit were short-term 
and, in 1982, $200 million of the total facility 
was converted to floating rate long-term debt 
for a minimum term of 12 years. As a result, at 
December 31, 1982, the balance of $537 million 
of Canadian bank lines of credit are committed 
to July, 1984 and the remainder are on demand. 


The reduction in Canadian bank lines during 
the year resulted from the conversion of some 
lines into long-term debt and from discon- 
tinuing a $40 million standby line for commer- 
cial paper which was no longer necessary. 


In Europe, the company has demand bank lines 
of credit of $120 million with a consortium of 
European banks. 


The company believes that it has sufficient 
short-term credit facilities to meet the current 
and anticipated near-term level of business. 


Outlook 

The company does not anticipate any major 
cash requirements in 1983, as capital spending 
is reduced and inventories of manufactured 
goods are not expected to be built up to tradi- 
tional levels early in the year. With long-term 
debt servicing requirements relatively low, and 
assuming a successful program of asset sales, 
total debt should decline and liquidity improve 
further as the year progresses. 


Note 17 to the financial statements describes 
restrictions on movements of funds within the 
consolidated group. The company does not con- 
sider these restrictions limiting in carrying out 
its financial objectives. 
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The principal components of the company’s 
capital base are borrowed funds, deferred reve- 
nue and income taxes and shareholders’ equity. 
The ratio of total debt to equity increased to 
62:38 at the end of 1982, higher than the com- 
pany’s objective of 50:50. The ratios at the end of 
1981 and 1980 were 57:43 and 49:51, respectively. 


Operating losses in 1982 and the acquisition of 
Canada Permanent Mortgage Corporation in 
1981 were the main reasons for the deterioration 
of the debt to equity ratio during the period. 

The company’s previously described cash genera- 
tion program should help in returning Genstar 
to a more conservative capital structure, in line 
with the long-term objective, in 1983. 


The Securities and Exchange Commission 
requires that capital stock with mandatory 
Fcetin rovisions be reported separately 
from other senente of shareholders’ equity and 
be considered as debt in computing balance 
sheet ratios. This approach ignores the respec- 
tive rights of the holders of these shares and in 
particular holders of convertible shares. Using 
these guidelines, Genstar’s total debt-to-equity 
ratios would be 72:28 in 1982, 68:32 in 1981 and 
61:39 in 1980. 


As described in Note 4 to the financial state- 
ments, the company carries out a significant 
amount of business through corporate and 
unincorporated joint ventures, in which owner- 
ship interests from 12.5% to 50% are main- 
tained. The partnerships had total assets of 
$763 million at the end of 1982 and Genstar had 
invested $70 million for its ownership interests. 


Ie re enn eae 


Total assets of the joint ventures declined by 
$178 million in 1982. Part of the decrease 
resulted from the winding-down of a major con- 
struction joint venture in British Columbia and 
part was from the cessation of any further devel- 
opment on most land and real estate joint ven- 
tures from mid-1982. However, a significant 
amount of the reduction resulted from the com- 
sal being required to assume operating and 

nancial control over several land and real es- 
tate joint ventures for which the other partners 
were unable to meet their obligations. The 
assets and liabilities of these joint ventures, 
amounting to approximately $160 million, are 
consolidated in the company’s financial state- 
ments at December 31, 1982. 


The table entitled Joint Ventures indicates that 
both the land and real estate and the manu- 
facturing and construction groups of joint ven- 
tures operated at a loss in 1982 and were profit- 
able in 1981. The manufacturing and construc- 
tion joint ventures recorded a greater loss than 
the land and real estate joint ventures, but the 
company’s share was small. Included in the 
manufacturing and construction joint ventures 
is a large hydroelectric construction project in 
British Columbia which has experienced con- 
siderable cost overruns during the past 2% years. 
The job will be substantially completed in 1983 
and the joint venture has submitted claims in 
respect to many of the additional costs. 


The land and real estate joint ventures are wide- 
spread across Western Canada and the United 
States. Many projects in which the company 
was a limited partner failed because of the poor 
operating conditions in 1982, particularly in 
California, as the general partner could not pro- 


Manufacturing, 
Land and Construction and 
fi Real Estate Other Total 
Joint Ventures 1982 1981 1982 1981 1982 1981 
Financial Position oa) 
Assets 
Accounts recéivable:and other... 4.0.02 eee ee 68.9) 1057" 100272 154.4 S169s ee ouee 
Inventories: 225, 0a «Ais Ae eee ee yal Il 617.9 11.8 16:4: 9558:9 63455 
Fixed Assets “3128... Koos oe ee a eee — pe 34.6 44.2, 34.6 46.3 
$616.0 $725.7 $146.6 $215.0 $762.6 $940.7 
Liabilities and Equity Mase) oe. kr) Se 
Short-term borrowings and construction loans ......... 337,45" 235951 42.5 88.7 379.9 447.8 
Accounts payable 225.235 9.5.28 cn ae ee ee ee 41.4 Ole 64.3 30.0 Rela, 70.7 
Long-term débt’ 5 a.:.<c. mie aris ee ee 13222 1478 39.9 26.6. *l72A eee has 
Eguity-and advances by other partners-0)) sees ee 32.4 63.7 (9.7) 44.7 22.7 108.4 
Equity and advances by the company .......4.2...5... 72.605 SLi. 9.6 22.0 82:2 boom 
$616.0 $725.7 $146.6 $215.0 $762.6 $940.7 
Operations Verse bein os Mie. 
Revenues’: desta set sonal roel Oe «<n eR oe 163:9 50 21425 W205 229 2) 2 e560 Oma sore 
Experises., iti." categacan Aarts ae ci a, eee eee 206.4 196.2 (294.99. 296.7 = 348 l3a azo 


Income (Loss) before income taxes 


sale abe ue ol <i See ce $ (42.5) $ 18.1 $(52.2) $ 2.5 $(94.7) $ 20.6 
Genstar’s share of income (loss) before income taxes....... $ (33.6) $13.0 $ (7.1) $ 1.5 $(40.7) $ 14.5 


vide further financing. In most of these cases 
the assets reverted to the secured lenders and 
the company had to write off its investment. 
These write-offs, as well as reserves against 
other projects which were not viable under the 
economic conditions experienced in 1982, 
amounted to $54 million in the year. It is pos- 
sible that some of the provisions may be recov- 
ered in the future if the economy improves but 
it will be difficult for the projects to recover all 
the carrying costs from future profits. 


The company believes that the real estate joint 
ventures are generally good projects under nor- 
mal economic conditions and as interest rates 
decline, the projects will be sold. The company 
is also actively marketing condominium 
projects to individuals and investors worldwide 
in amaximum effort to reduce financial expo- 
sure in the real estate joint ventures. 


Genstar’s voting share capital consists of 30.9 mil- 
lion common shares and several series of pref- 
erence shares. At December 31, 1982, 86% of the 


GENSTAR 


_/ i ee eee 


voting shares were registered and the balance 
were in bearer form. 


Below is a summary of shareholdings of the 
company, which shows that the number of share- 
holders decreased slightly during 1982 and that 
Canadian resident shareholders owned approxi- 
mately 44% of voting shares and represented 
77% of Genstar’s registered shareholders. 


Dividends are paid in Canadian and U.S. dollars 
and other currencies depending upon the resi- 
dence of the shareholder. Dividends paid to 
United States resident shareholders in 1982 
were subject to a 15% withholding tax. Gener- 
ally, dividends received by United States citi- 
zens or residents are subject to U.S. income tax 
on the amount of the dividend but either a 
credit or a deduction for Canadian tax withheld 
may be claimed. Because Genstar is not a 
United States domestic corporation, the partial 
exclusion of dividends received by individuals 
from domestic corporations is not available. 


1982 1981 
Shareholders Shareholdings Shareholders Shareholdings 
Numbers % Shares % Numbers % hares % 
(millions) (millions) 
Common & Voting Preferred 
SAAC ee Rs Ieee tite or pt 11,416 Uy 15.4 44 1339 79. 1922, 55 
MUCUS (ACCS: AS igh Gov vd wae 3,341 pap 9.8 28 3,021 20 6.3 18 
QU?) os Eos hee 176 1 4.8 14 176 1 4.5 13 
14,933 100 30.0 86 15,536 100 30.0 86 
IS(2Efe Co. 5 Cite ee i 4.7 14 ; 4.8 14 
*The ownership of bearer shares is unknown. 14,933 100 34.7 100 isis36 100 34.8 100 


Common share trading volume increased in total and in both the Canadian and U.S. markets. Following 
is a five-year summary of common stock trading volume and price information: 


1982 
Trading volume 

(millions of shares) 
COREE. OB ats 6 oe a ee a 8.9 
RoTRIDeCISRALCS canis tsi ns es vied obs 11.3 
VOU. olen oan fl 
20.3 
[Eig IS ARNE RU, Ce ee eam $2434-87 
Closing price,“ December 31 ......... $20% 
Book value, December 3l ............ $19.83 


*Toronto Stock Exchange 


198] 1980 1979 1978 

5.0 6.8 4.8 4.4 

7:3 5.6 bol 0.6 

0.2 0.9 0.9 0.8 

12.5 13.3 6.8 5.8 
$4234-18% $47-25 $2734-18% $19-12% 
$233 $385 $257 $187 
$24.12 $23.59 $19.20 $16.25 


Quarterly trading volume and price range information for 1982 and 1981 is included in Note 18 to the 
consolidated financial statements. Common shares are listed on the New York, Pacific, Toronto, Mon- 
treal, Alberta and Vancouver stock exchanges and the Brussels, Antwerp, Zurich, Geneva, Basel and Lux- 
embourg bourses. Four series of preferred shares are also traded publicly. 


Financial Review 
(continued) 


The major recession experienced throughout 
1982 caused productivity and unemployment 
to replace inflation as the major concerns of 
business and wage earners. As previously 
described, Genstar has responded to this eco- 
nomic environment with aggressive produc- 
tivity and asset/liability management. These 
actions were aimed at improving future returns 
by disposing of marginal assets and, accordingly, 
were compatible with actions necessary to re- 
duce financial exposure to the effects of future 
inflation. Genstar does not use discrete internal 
inflation measurements but, instead, uses his- 
torical basis forecasting and strategic planning 
piocaauise to address all anticipated Aitiie 
usiness effects, including those of inflation. 


The information included in Note 19 to the con- 
solidated financial statements restates certain 
balance sheet and statement of income items 
for the effects of inflation using methods pre- 
scribed by financial accounting authorities in 
Canada and the United States. 


After providing for preferred share dividends, 
the current cost loss per share was $6.27 in 1982 
compared to a loss of $1.22 in 1981. The per 
share amounts do not include the gain resulting 
from the decline in purchasing power of net lia- 
bilities which amounted to $115 million or 
$3.75 per common share in 1982 or the Cana- 
dian “financing adjustment” which amounted 
to a further $36 million or $1.17 per common 
share in 1982. These items represent the por- 
tion of inflation borne by lenders and not by 
Genstar shareholders. In our view, these 
amounts represent a reduction in financing 


(millions of dollars) 


Cement and lime 
Concrete, aggregates and construction ... 
Building supplies 
Marine services 
Other 
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costs and should be netted against interest ex- 
pense in order to calculate inflation-adjusted 
debt cost. Earnings adjusted for the effects of 
inflation would be higher than historic cost 
earnings in the 1980-82 period shown if the 
effects of the holding gain and financing adjust- 
ments were maclndes 


Inventories and fixed assets on a current cost 
basis of $2.3 billion in 1982 and $2.7 billion in 
1981 were 38.5% and 52.5% higher than the re- 
spective historic cost amounts. The significant 
reduction in the inflationary value of assets in 
1982 is primarily related to the specific price 
changes in the company’s assets, which were 
8.4% higher than general inflation in 1981 but 
were 28.3% lower in 1982. This indicates that 
the current cost of the company’s specific in- 
ventories and fixed assets did not increase in 
value in line with the 10.8% average registered 
by the CPI. Although part of this difference is 
illusory as it results from applying a Canadian 
index to United States assets when 1982 general 
inflation was only 3.9% in that country, the bal- 
ance is indicative of both a reduced value of the 
company’s assets and a lower cost to maintain 
“operating capability.” 


Capital Stock and Retained Earnings on a cur- 
rent cost basis were equivalent to 1/5% of his- 
toric cost amounts, down from 190% at the end 
of 1981. This again highlights the 1982 reduc- 
tion in inflationary values of assets. Including 
the effects of all convertible shares and de- 
bentures, 1982 current cost equity per common 
share was $43.95 compared to $54.07 in 1981. 
This large unrealized appreciation supports the 
underlying strength of the company’s assets 
even in the current recessionary times. 


1981 1980 is 1978 
58.6 90.2 son) 28.2 
45.1 32.0 31.4 14.9 
oie) 34.5 4.2 0.7 
owe 10.7 sy, 3.7 

8.8 4.8 8.1 aK) 
$147.5 $172.2 $106.1 $52.8 
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né 1982 1981 1980 1979 1978 
(millions of dollars) 
Revenues 
Canada Sate GUNS? . oh ar 845.0 1,068.2 980.3 961.0 898.5 
[ASSL SSS, tee (i ee ea 915.2 LO (a7, 13301 303.6 244.5 
OWL oS On Sia $1,760.2 $2,145.9 $2,310.4 $1,2646  $1,143.0 
Operating Income* 
Me rerarrarOt ct a i eke es a ve 126.1 243.4 184.6 185.0 P55) 
MICCUG OTC SINNER Fo ee ie ee (72.0) 46.4 181.9 84.3 67.6 
TEI. gh St Sie $9 S451 5345S 9898 = 59. 7366,09 eh 69 oie 
Identifiable Assets 
ManacaonuOuche ar. ek ee 1,246.5 1,470.9 1,074.4 1,066.3 977.9 
SIS SSS Te 2 Ne 1,413.8 13973 17393. 1 1,335.1 514.8 
NAGE! Of o's 2 2 ee $2,660.3 $2,868.2  $2,467.5  $2401.4 $1,492.7 


*Operating income is calculated before the deduction of interest and general corporate expenses and, accordingly, is greater than consoli- 
dated income before taxes by $239 million in 1982, $217 million in 1981 and $169 million in 1980. 


Certain components of prior years’ industrial 
categories have been changed to reclassify real 
estate joint venture financing from the finan- 
cial services category to the end and real estate 
development category. Other operations, which 
resently consist of interests in chemical and 
ertilizer manufacturing, are now included with 


marine services. 


Included in third party revenues is the com- 
pany’s share of the income or loss of joint ven- 
tures, subsidiaries and investments accounted 
for on the equity basis. In 1982, $44 million of 
such losses is included in the revenues of the 
land and real estate development category, 

$53 million of income is included in the reve- 
nues of the financial services category, and 

$5 million of losses is included in the revenues 
of the concrete, aggregates and construction 


services category. The land and real estate devel- 
opment category includes $10 million of such 
income in 1981 and $25 million in 1980. The 
financial services category includes $21 million 
of such income in 1981 and $11 million in 1980. 
The concrete, aggregates and construction ser- 
vices category includes $2 million of losses in 
1981 and $6 million in 1980. 


Net operating assets are calculated by deduct- 
ing non-interest bearing liabilities, except for 
income taxes, from the identifiable assets of 
each category. General corporate assets are allo- 
cated to each category. 


Pre-tax operating return on net assets is the per- 
formance measurement obtained by dividing 
income before interest and income tax expense 
by net operating assets. 


(millions of dollars} 1982 1981 1980 1979 1978 
erie Tree ATCC ote os oy usa), 22 Mas 526.1 548.3 oN kay 514.3 230.8 
Concrete, aggregates and construction ... 330.9 428.9 403.2 476.5 246.7 
[Shpall CabratAcyay aye) ToCe Als ae ae 285.0 333.9 363.7 339.5 48.2 
Land and real estate development ....... 788.2 887.3 777.8 722.4 669.6 
PIPESCTA SE LVICES Shier. 6 geese ys hs 555.5 479.9 198.6 162.3 77.1 
PUBIC TSC IN ICC ME es ct so emegteese oie tn tele, 85s 108.3 129.4 121.4 113.0 100.9 
De OPELAtlOlS:. cP riya «eG, a0 6 els be 4.9 2.6 35.4 37.6 97.9 
UR SVEM | (26 Ta wT) Eee le aa ea 61.4 YAN) O2.3 35.8 DS 
ME MEINE PS cathe cose a bie ¥ lens $2,660.3 $2,868.2 $2,467.55 $2,401.4  $1,492.7 


For the five years ended December 31, 1982 (restated) 
(millions of Canadian dollars) 


Serene SURED eR Cau 


REVENUES 
Third Inter- 
Party Category Total 

Manufacture oF normal portland aie au oil Ne high early- strength, LOST eae om. 196.6 36.3 232-9 
masonry, sulphate-resistant, potash and other specialty cements. Manu- 
facture of high-calcium and dolomitic quicklime and hydrated lime, and 1981........ 270.5 42.7 313.2 
various crushed limestone products. 1980 Ree ha Glee 45.4 360.6 

1917 Oe eee 141.3 40.8 182.1 

19 San eee 120.2 620 159.2 
ee of ready-mix concrete; precast onc pede eee and 1082 2a eo 567.6 7.5 575.1 
architectural concrete components; concrete blocks, pipe and railway ties; 
bituminous concrete/asphalt; calcium carbonate products; and home repair I981........ 612.9 95.2 668.1 
products, including dry bagged concrete, mortar and blacktop mixes. Produc- 1980 Sewer ape St 609.3 
tion of classified sand, gravel, standard and light-weight aggregates, crushed 1979 398.4 61.8 460.2 
stone and gypsum rock. Municipal and real estate subdivision servicing (road ~~ 7 "*"°*°** ‘ ; ‘ 
construction, paving and installation of utilities) and heavy construction. 197 Siete eee 347.6 43.6 391.2 
Manufacture of gypsum wallboard; roofing products, including asphalt LOB DR ra ee 472.3 1.6 473.9 

eae ke 

shingles and rolls, liquid tar-based coating, felt and paperboard; asphaltic 1981 574.1 1.2 575.3 
adhesives; recycled rubber for asphalt paving and fubber jG COMERS  - Boe 2c Sabo ; : : 
admixtures. Wholesaling and distribution of construction materials to LOSO Gee ean: 606.6 1.8 608.4 
builders; sanitary landfilling and methane gas recovery. 1979 39.9 vas 39.9 

107 Seen ee 32.1 
Tug and barge transportation of logs, wood chips, pulp and paper, lumber, 1080 ern nee 154.4 by 156.1 
limerock, aggregates, petroleum products, chemicals, trucks, containers, 1981 15887 7 155.4 
railway cars and large heavy-lift modular cargo. Shipbuilding andrepairs; = [7 "°°" °° ; : 3 
ea eeel se berthing; li ae poe control. Chemical and fer- LOSOee eee L67al Ly 168.8 
tilizer manufacturing, and sale of commercial revenue properties in 1978 
and 1979. 197 Dee eee 19322 Le 194.7 

19 78g eee. L783 a 179.4 
Poe of fay eee pe a eee ie pe ee LOS) cae 270.9 9.4 280.3 
and construction of single-family homes, duplexes, townhouses, shopping 
centers and warehouses; condominium conversions; real estate joint 198l........ 467.4 2.9 470.3 
venture financing. 1980 3a ee 604.8 = 604.8 

1 Os gee eae 478.1 — 478.1 

LOLS eee oe 416.9 — 416.9 
Retail, commercial and mortgage banking; mortgage lending, marine 1908250 arene 98.4 oO 98.9 
financing; personal, pension and corporate trust, title insurance and escrow 1981 67.3 Fes 67.3 
custodial and manereeut services; venture capitalinvestment, capital = = 977  ""** "7°" : i 
equipment lease an ee real estate bee brokerage; rental is trans- LOSOS ase 59.5 1.1 60.6 
portation containers and electronic test and measurement equipment; St 
property-casualty insurance. meas Be eae pec re 
RPE eee ae: ‘ LOS Deena L602 57.07 mise 

ales of goods and services between categories are at market prices an 

are eliminated from consolidated revenues and cost of sales. 198 Dawe: ae a 145.9 103.7 2,249.6 

19808 tee 2,310.4: VlOJAG S24 

197 Oe eee 1,264.6 104.1 1,368.7 


1D ASRS. one 1,143.09 8837 S226, 
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31 
COSTS AND EXPENSES OPERATING INCOME pres 
ct anes Der eee De Us eee 
10N an ; 

Sales Administrative Beaton Total 1982 1981 1980 1979 1978 pee ieee) 
164.7 23.8 24.3 212.8 20.1 488.0 4.1 
206.6 Doe pags: 254.3 58.9 507.0 11.6 
258.7 28.5 22.6 309.8 50.8 466,68 e109 
130.4 eas (ga 148.6 33.9 25255 13.3 
113.3 1k Os); 131.9 TES 214.7 12.7 
481.1 43.8 1829 543.8 31.3 2390 13.1 
Bl yd, 53.6 27.8 598.6 69-5 DO ToS 23.4 
487.1 44.8 27.4 Doo 50.0 325.3 15.4 
374.9 270 18.5 420.4 39.8 196.4 20.3 
328.1 23.5 14.7 366.9 24.3 Seve 12.6 
453.8 45.4 Aes 9162/ (42.8) 231.3 (18.5) 
528.7 58.7 16.9 604.3 (29.0) 273.2 (10.6) 
52.7.0 51.0 14.0 O20) 16.4 294.1 5.6 

24.3 al 130) 28.4 Les 25) 20.9 

20.8 DED 1.1 24.1 8.0 45.5 17.6 
3.9 mS) 7.4 13°. 16.9 94.9 17.8 
105.2 8.3 8.4 1219 Bo20 102.5 pays 
DS. Dah 10.4 138.3 30.5 134.4 22e7, 
135.6 8.9 IEG Louk 39.6 135.8 Zone 
EES 10.1 25.8 165.5 13.9 166.9 8.3 
281.5 52.6 Omi 336.2.) «(55.9) 7246. eI} 
20071 64.0 Deel 365.8 104.5 790.0 13.2 
oo 54.4 2.4 412.5 19273 668.6 28.8 
293:7 49.1 Ty 344.5 133.6 623.7 21.4 
253.8 Sid. Ley: 293.2; 123.7 DD 2202 

12:0 By. i 14.4 84.5 523.3 16.1 

10.8 3.6 #5) 14.9 52.4 468.1 11.2 

30.7 3.0 4 34.1 26.5 zal 13.8 

1.3 2) 2 2.4 ible) 164.3 6.9 

$5.9 a/ ep! 22.4 pis) 63, 38.7 

Total Operating Income ............ 5A er) 28978 9366.55 269.35 2a 
Unallocated Expenses 

PALETESC EXPENSE Nfs oe cel. le 209.2 170°0 138.2 65.2 49.9 

Corporate and Other ............. 29.6 47.4 eyes 14.0 17.9 

238.8 217.4 169.3 ake 67.8 

Income (Loss) before Income Taxes.... (184.7) 72, A) (Oe 0 sl ate oe. 

Pe Cibe Ml AXCSrmtniricrs ci 2) So ca (100.4) = (21.4) 39.3 63.6 67.0 


Net Income (Loss) for the Year........ $ (84.3) $93.8 $157.9 $126.5 $ 87.9 


ES 


Vancouver Canada 
February 25, 1983 


We have examined the consolidated balance 
sheets of GENSTAR CORPORATION and sub- 
sidiaries as at December 31, 1982 and 1981 and 
the related statements of consolidated income, 
retained earnings and changes in financial 
position for ah of the three years in the pe- 
riod ended December 31, 1982, as set forth on 
pages 28 through 55 of this report. Our exami- 
nation was made in accordance with generally 
accepted auditing standards, and according] 
included such tests of the accounting ecans 
and such other auditing procedures as we con- 
sidered necessary in the circumstances. 


For the years ended December 31, 1982, 1981 and 1980 


In our opinion, the consolidated financial state- 
ments referred to above present fairly the finan- 
cial position of GENSTAR CORPORATION 
and subsidiaries as at December 31, 1982 and 
1981 and the results of their operations and 
changes in their financial position for each of 
the three years in the period ended December 
31, 1982, in conformity with generally accepted 
accounting principles Speed after giving retro- 
active effect to the change in the method of ac- 
counting for foreign exchange as explained in 
Note 1 to the consolidated Gaanee state- 
ments, on a consistent basis. 


O aspera ae 


Chartered Accountants 


The wie accounting policies conform with 
those generally accepted in both Canada and the 
United States. 


Subsidiaries are consolidated either from the date 
of acquisition on the basis of purchase account- 
ing or retroactively on the basis of pooling of 
interests accounting. Financial services sub- 
sidiaries are accounted for on the equity method 
because their financial structure and operations 
differ significantly from the company’s other 
businesses. 


Investments in joint ventures are accounted for 
on the equity method. 


Inventories are valued at the lower of cost or net 
realizable value. Cost of manufactured goods is 
determined principally at average on the first-in 
first-out basis and includes all overhead elements 
except depreciation. Cost of land and housing in- 
ventories is determined on a specific item basis 
and includes services such as roads, sewage and 
water systems on land under development. 


Land inventories are those parcels which are ex- 
pected to be sold within the five-year operating 
cycle of the land development business. Other 
parcels are classified as development land. 


Portfolio securities are stated at the lower of cost 
or net realizable value. 


Properties, plants and equipment are stated at 
cost. Expenditures for additions, improvements 
and renewals are capitalized and expenditures for 
maintenance and repairs are charged to income. 
When assets are abe or retired, their cost and ac- 


cumulated depreciation or depletion are removed 
from the accounts and any gain or loss resulting 
from their disposal is included in income. 


Depreciation of plants and equipment is provided 
by annual charges to income on the straight-line 
method based on estimated useful lives ranging 
from 20 to 40 years for plants and from 5 to 25 
years for equipment. Mobile equipment deprecia- 
tion is based on time utilization after allowing 
for estimated salvage value. Depletion of quarries 
and gravel deposits is calculated on the unit of 
extraction method. 


Revenues from the sale of manufactured prod- 
ucts and housing units are recognized upon pas- 
sage of title to the customer which generally 
coincides with their delivery and acceptance. 
Revenues from the sale of land are recognized in 
the period in which the transactions occur pro- 
vided the earnings process is complete and col- 
lectibility of the proceeds is reasonably assured. 
Non-cash consideration from land and housing 
sales is adjusted to reflect the market value of 
the consideration. 


Revenues from construction and shipbuildin; 
contracts are recognized on the percentage o 
completion method and any losses are provided 
for as they become known. Claims for additional 
contract compensation are not recognized until 
resolved. 


Deferred revenues result from the contribution of 
land to a partnership at a value in excess of cost, 
the sale of the future production from limestone 
deposits and the sale and leaseback, at a value in 
excess of cost, of mobile equipment. Income is 
recognized as sales are made to third parties in 
the cases of the land partnership and limestone 
deposits and over the term of the lease in the case 
of the sale and leaseback transaction. 


For the years ended December 31, 1982, 1981 and 1980 GENS TAR 
(thousands of Canadian dollars) a 


\ aor ae 


Note 
Reference 1982 1981 1980 
1 (restated) 
Net sales and other revenue ..... 1,707,706 2,129,767 2,303,876 
Equity net income of Genstar 
Financial Corporation ........ 6 52,521 16,155 6,569 
1,760,227 2,145,922 2,310,445 
Cost of sales and services....... 1,460,662 1,566,885 1,676,413 
Selling, general and 
aaininistratives, Amer es 204,148 257,856 221,360 
Depreciation, depletion and 
BIMOMAZ AON SM at es eke see 70,896 78,781 77,209 
1,735,706 1,903,522 1,974,982 
era isi eas 24,521 242,400 335,463 
Financing costs 
Interest on long-term debt ...... 92,208 85,568 76,115 
ENC INTETES 455 ox Ones ods ce 117,009 84,400 62,197 
209,217 169,968 138,242 
Roe ae (184,696) 72,432 ~—«197,221 
Provision for income taxes 14 
rete per rs ee ne ae see (7,700) (8,600) 44,500 
| RNS (org fore at UN © ata se (92,700) (12,800) (5,200) 
(100,400) (21,400) 39,300 
$ (84,296) $ 93,832 $157,921 
is) 
ASIC Pa ce cl Ga $(3.36) $2.40 $4.92 
PCLLEVaG LUI te a eta aed eeiere nog (3.36) 2.34 4.48 
RELIMIAT Vom urate oe a (3.36) D537, 4.54 
Pry ci lutedies ena. Sh fe (3.36) 2.34 4.48 


As at December 31, 1982 and 1981 
(thousands of Canadian dollars) 


34 


Cash and termdepositst=- 1.70 tee eee 
Accounts receivable? =. ee eee 
Inventories 2 & 3 a ee ee ee 


Ce 


Properties, plants and equipment........... 
Accumulated depreciation and depletion .... 


Ce i 


ry 


On behalf of the Board 


Director = eae 
Director Angee Tac Necy L- 


Note 
Reference 


7 


1982 1981 


(restated) 


19,833 12,316 
280,532 376,939 
656,165 695,204 
956,530 1,084,459 


287,552 344,614 


1,442,092 1,536,081 
551,509 565,385 
890,583 970,696 


477,378 419,100 


48,261 49,330 
$2,660,304 $2,868,199 


Note 

Reference 

1 

SHOreterm DOTIOWINgS sky oct bey ee 8 
EXCEOUIICS 104 Val lemurs whe eer.) eee es 
IR COLRC TAXES Wrseeeuen i) .7,0.0 a a Nee) 

Advances relating to housing and 

PAVE TVETIEONICS Meee hl, Visi. 9 

Current portion of long-term debt .......... 10 

DE PR Ee RS Re 11 

Bay cect er elt ny chore’ Shae Me Cee ees 10 

tah deus. ce eae 14 

PAE OLA mah Sie Ae 12 

12 

13 

1 
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1982 


415,110 
271,929 


(20,246) 


177,265 
20,747 
864,805 


752,899 
87,361 


82,100 
1,787,165 


120,000 
106,868 
296,775 
316,796 

32,700 


5 > re a ee ee ee 


1981 


(restated) 


566,513 
286,867 
(12,582) 


82,494 
24,431 
947,723 


65,000 
633,135 

78,055 
167,800 


1,891,713 


120,000 
111,068 
291,718 
448,000 

5,700 


$2,660,304 $2,868,199 


For the years ended December 31, 1982, 1981 and 1980 


(thousands of Canadian dollars) 


Note 
Reference 
1 
Depreciation, depletion and 
amortization... ee eee 
Gains on sales of assets........ 
Deferred income taxes ........ 14 


Equity income less distributions. 

Diminution in value of 
long-term assetsse =e eee 

Other: 2. see 


ee: rel, fe) ere fe. Vis) ocd je) 67 8) ce) Je 


Inventoness.\ 4 ee eee 
Accounts payable and 
income taxes 
Advances relating to land and 
housing inventonesyi 
Foreign exchange translation 
effects +. iis nee eet, 


om ws celia: Les) y epee te. ve <8 


ja: im. Niet (et teipvei le iron el enum 


Increase (Decrease) 
Lons-termdeptia: aie 
Capital stocke tantra 
Deferred revenue and 

lease déposites 2 sane ar 
Repayment of long-term debt ... 


iG. 10: nize eo muely ce Galle: 


oe 0 6 © ee 8 ee ee ee ew 


) 


1982 
(84,296) 
70,896 
(15,600) 
(92,700) 
(18,290) 


38,525 
(4,591) 


(106,056) 


(7,517) 
96,407 
39,039 

(22,602) 
94,771 


9,953 


210,051 


153,725 
857 


(12,493) 
(45,183) 
96,906 
(46,908) 


1981 


eee ana aR HES TDG RIAA HS 


1980 


(restated) 


93,832 


78,781 

9,473} 
(12,800) 
(10,946) 


5,933 


145,327 


11,541 
5,591 
(30,868) 
(63,426) 

8,618 


6,951 


(61,593) 


230,807 
4,186 


60,264 
(224,584) 
70,673 
(75,234) 


157/921 


77,209 
(2,977) 
(5,200) 
(9,995) 


5,730 
950 


223,638 


42,069 
26,129 
(33,090) 
(60,359) 
(53,589) 


3,761 


(75,079) 


68,723 
198,756 


(8,247) 
(161,878) 
97,354 
(64,807) 


$ 153,993 $ 79,173 $181,106 


For the years ended December 31, 1982, 1981 and 1980 
(thousands of Canadian dollars) 


Note 

Reference 

Acquisition of subsidiary ...... 16 
TIVESTINICIItS Geen fon tn sls 
DDISTCOULIONS See sh fk. 
FNUCITIGHS Penmaes hacks Sus, 
IDISDOSa Sater ere 
LNVeStinient Saeweetnar eee ee 
WisttibUtionsmet. ees ok 8. 
IHELCISCS eee AA. ss 
DWECtCASeS Ae ee eee, os 
HECTCASCS ee eee eek aes 
WECTEASEST he eo ee ee ee 

Note 

Reference 


re a 1 
Net income (loss) for the year . . 


Dividends—preferred shares ... 
—common shares .. . 
Share issue expenses 


@iniel te. os! <¢'.@: 4) wv) © 


ai fepeeyce -e) .@) 4, -@ 


1982 


90,555 
88,402 
2,153 


66,224 
37,638 
28,586 


39,257 
32,153 
7,104 


45,127 
93,913 
(48,786) 


38,572 
25,039 
13,533 


$ 2,590 


566,513 
153,993 


412,520 
2,590 


$ 415,110 


1982 
448,000 
(84,296) 
363,704 


19,234 
27,674 


46,908 
$316,796 
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1981 


288,000 
39,078 
64,371 

262,707 


147,547 
29,785 
117,762 


37,945 
39,313 
(1,368) 


108,186 
72,861 
35,325 


56,190 
17,544 
38,646 
$453,072 


192,614 
79,173 


113,441 
453,072 


}] ES IE 


1980 


42,332 
23,567 
18,765 


17027, 
85,749 
86,478 


51,910 
18,729 
33,181 


64,204 
36,942 
27,262 


23,748 
45,656 
(21,908 


$ 143,778 


229,942 
181,106 


48,836 
143,778 


$566,513 $192,614 


1981 
429,402 

93,832 
523,234 


20,390 
54,844 


75,234 
$448 000 


1980 
341,432 
157,921 
499,353 


17,684 
47,123 
5,144 
69,951 
$429,402 


For the years ended December 31, 1982, 1981 and 1980 


The company has retroactively adopted the cur- 
rency translation method changes proposed by 
both the Canadian Institute of Chartered 
Accountants and the United States Financial 
Accounting Standards Board as more accurately 
reflecting He economic effects of foreign ex- 
change transactions. Under the new policy, 
assets of subsidiaries operating in foreign cur- 
rencies and related liabilities are translated 

into Canadian dollars at the year-end rate of 


exchange, while revenues and expenses are trans- 


lated at the average exchange rate for the year. 
Unrealized balance sheet translation amounts 
are maintained as a separate balance sheet 
account until such time as foreign currency 
amounts are realized in Canadian dollars. All 
other amounts denominated in foreign cur- 
rencies are translated at historical exchange rates 
for non-monetary items and at the year-end 
exchange rate for monetary items, with transla- 
tion fluctuations included in income. 


Prior years’ comparative amounts denomi- 

nated in foreign currencies have been restated to 
conform to the new policy. The effect of this 
restatement was to decrease net income by 
$15,700,000 ($0.52 per common share) for 1981 
and to increase net income by $4,200,000 ($0.15 
per common share) for 1980. In addition, all prior 
years’ net incomes have been restated to average 
exchange rates and to remove unrealized gains and 
losses with resulting increases in retained earn- 
ings of $3,000,000, $18,700,000 and $14,500,000 
at January 1, 1982, 1981 and 1980, respectively. 


This new policy removes from net income the 
volatile effects of exchange rate fluctuations re- 
sulting under the previous accounting policy. 
The previous policy would have charged 1982 net 
income with a non-economic exchange fluctua- 
tion loss of $20,000,000 ($0.65 per common 
share) when the Canadian dollar equivalent of 
net foreign currency assets actually increased by 
$27,000,000 during 1982. 


An analysis of the changes in the unrealized foreign exchange translation account follows: 


Balance—beginning of year... seen cee ee 


Translation adjustments: 


Change im exchange'rate;) sie eee 
Change in net asset composition ............ 
Deferred income taxes 3 a eee 


Balance—end of years) =. eee eee 


1982 1981 1980 

(thousands of dollars) 
Bike ets 5,700 —‘11,300 2,500 
eas. 26,700 (9,600) 4,900 
ets 3,100 4,000 3,900 
) ose) (2,800) = ae 


Via a $32,700 $ 5,700 $11,300 


Unrealized foreign exchange gain (loss) included in income . . $ 5,800 $ (7,000) $ — 


Canadian equivalent of one United States dollar 


(year-end rate) 2. = 0 ee 


Finished goods 
Work in process 


©, 1) 6, Ve: Net fe/.e) eV le) lobe’ ian scale! yoithe) |e! tol (m cep melial 6) Hel set [a ale) veyee 
1S te) Jani eiy le) aw Some, (6. she: 167 1a, houce™ ete, Ley ol cb: Fake) feet 8) em stata 


Raw materials, supplies and repair parts.......... 


SONS Ie) Gl Weg ele ue ere Lal ep Xe Le, [eiri6) a) e/ace” ie) a) p hel 8,./auge isl er Camacalnet (stile of iean.s: 


eh. ae $51.2355 957 1185 $ 1.20 


(thousands of dollars) 


CR NES Cee 149,083 140,941 
a nt ia 37,781 84,645 
io ae 66,918 78,645 
So )s/-P. Bee 402,383 335,675 
1S eer eee — 55,298 


$656,165 $695,204 


i ce nreeuN MUNIN en PCL Su eS i 


CO OOO ee 


Joint ventures—at equity (Note 4] .2.......2..... 


Development land 
Mortgages and loans receivable 
Portfolio securities—at cost 


Mortgages and loans receivable include 
$32,400,000 at December 31, 1982 and 
$57,700,000 at December 31, 1981 related to land 
and housing sales with interest rates of 11% to 
prime plus 2%. The remaining amounts relate 
primarily to balances on asset sales and stock 
purchase plans. 


Portfolio securities include marketable invest- 
ments of $13,830,000 at December 31, 1982 and 
$16,214,000 at December 31, 1981 with market 


The company is a partner in a number of incorpo- 


rated and unincorporated joint ventures engaged 
in the development and financing of real estate, 
construction, chemical and mixed fertilizer 


Monvaresand loans payable...) 04. 22s.) 10s... 
Equity and advances by other partners.......... 
Equity and advances by the company .......... 


COL ICSI, 08 Bl en dns wh ae cae af one Gal aie a 
[Exetel 2, iad Sh oy Sho ane RO ae Smee 


Income (Loss) before income taxes ............. 


VOTAAT EEO Sac oe esl nee eR ee aes eas 


Sees SUESRLC SOULS IULLS) (ee aS a weer eel is) 8) ey els. elie is) se) (6 lin ke 0, ewe’ 6) ue) [e cee viet ia, (aie) te} lel ve. ellen inl 
eo evel ee) lus wile) elie) cane; te) 16) (ef ie 
Siete) “e =) wis ie 6.0) \e ‘e) 01.0.0 0) © “6)0) 1s 


CC eC eC We Rn SUC YC SUC Ya TRC et a 


Cr 


pelle) fe Me felon 10 (silat se, do Not fe) «mi fe Ke) gn) 


elle © @ ws, © ec ele a Joe @ 6 wo 8 


4 3. © el eile es of ‘e (eo @, ‘ei ie: ‘0! sw) Je! 8) fe. 


«a; 6) 8) se 6 (6) 60 1s 61.0), oy eh eter eyres « 


ete ele) ¢ ve ete 


fe) ey we i wire * 


se a ae ee 


GENSTAR 


30 Die ee 


1982 1981 
(thousands of dollars) 
EPA es terre 4 ac ONS 70,048 101,564 


43,683 60,063 


i PN Te VA Pegs, SNe, 65,285 94,937 


57,924 56,615 
50,612 31,435 


$287,552 $344,614 


values of $40,400,000 and $30,800,000, 
respectively. 


The development property subsidiary is held 

for sale and consists of land and properties 

under development of $85,612,000, net of secured 
and unsecured debt of $35,000,000 at Decem- 

ber 31, 1982 and $106,835,000 net of secured 

and unsecured debt of $75,400,000 at Decem- 

ber 31, 1981. 


production and marine financing activities. 
The following is a summary of the combined 
operations and financial position of these 
investments. 


1982 1981 

(thousands of dollars) 
Pe ole. arse 169,096 260,148 
So ree, 34,573 46,304 
phy ey. Ae SOE 558,887 634,275 
762,556 940,727 


105,711 70,669 
$656,845 $870,058 


551,987 622,231 
22,649 108,408 
82,209 139,419 


$656,845 $870,058 
1982 1981 1980 
(thousands of dollars) 
ap alc 336,569 443,526 442,298 
Patek 431,377 422,876 414,389 


$ (94,808) $ 20,650 $ 27,909 


54,086 6,175 6,165 
40,722 14,475 21,744 


$ (94,808) $ 20,650  $ 27,909 


Notes to Consolidated Financial Statements 
(continued) 


During 1982, the company assumed operating 
and financial Boe ince for Serer ot 
ventures. Consequently, at December 31, 1982, 
$160,000,000 of assets, primarily inventories, and 
related liabilities of $158,000,000, which pre- 
viously formed part of joint ventures, have been 
consolidated. 


In general, liabilities of joint ventures are secured 
by pledges of the related assets. At times the joint 
venture partners may further support these obli- 
gations should the realization from joint venture 
assets not be sufficient. As a Bae partner in 
certain unincorporated ventures, the company is 
contingently liable at December 31, 1982 for the 
other partners’ share of liabilities of $57,500,000 
should the other partners not be able to satisfy 
them, as well as ie r its own share of $64,200,000 
compared to $112,100,000 and $16,700,000, 


Plant’ sites! oS. ite 0 Ree ee 
Quarries and gravel deposits); 94... eee 
Buildings......cub atten oe 
Machinery and equipments... 7:9 see 


Included in fixed assets at December 31, 1982 is 
construction in progress of $47,000,000 with an 
estimated cost to complete of $37,000,000. 


a 


respectively, at December 31, 1981. As a limited 
partner in other ventures, the company is a guar- 
antor of partnership liabilities of $24,700, 600 
compared to $18,200,000 at December al 1981. 
Under certain partnership agreements, the com- 
pany is also committed to make additional in- 
vestments of $6,700,000. 


In addition, the company has agreed to purchase 
land from a (rete in sufficient quantities to 
enable the partnership to meet principal and in- 
terest requirements for $112,500,000 of loans if 
the partnership is unable to do so from its own 
resources. These loans bear interest at 9.75%, 
mature to 1993 and require the following pay- 
ments of principal over the next five years: 


1983—$ 6,073,000;  1984—$12,094,000, 
1985—$11,234,000;  1986—$11,119,000, 
1987—$11,124,000. 


1982 1981 


Accumulated Accumulated 
Depreciation Depreciation 
Cost and Depletion Cost and Depletion 


(thousands of dollars) 


37,511 SS ay aA 7 we 
63,700 15,591 60,637 12,343 
251,458 90,966 261,825 84,194 
1,089,423 444,952 1,172,132 468,848 
$1,442,092 $551,509 $1,536,081 $565,385 


The net book value of fixed assets held under capi- 
tal leases was $38,000,000 at December 31, 1982 
and $39,000,000 at December 31, 1981. 


— ee ee 


Genstar Financial Corporation (GFC) and its sub- 
sidiaries are engaged primarily in retail, commer- 
cial and mortgage banking, fiduciary services, real 
estate brokerage and rental and leasing. GFC was 
formed on December 30, 1982 by a reorganiza- 
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tion of the company’s financial services sub- 
sidiaries. The following summary presents the 
combined operations and financial position of 
GFC based on the original acquisition date and 
purchase accounting. 


1982 1981 1980 
(thousands of dollars) 

LOIRE LESTE NCUTERTS) - Go. AAI a el or 878,997 351,832 22,040 

PES SUT. YTS SCOT ee a 223,171 158,193 36,212 

1,102,168 510025 58,252 

[NETS SNSRS TSS Ik iy, Sk oe 772,370 339,162 20,570 

Other costs and expenses, including income taxes ........ 277-27 ee OATS Bids 

1,049,647 493,870 51,683 

ly ee ee a, bl os $52,521- 55> 16155—" -$..6,569 

1982 1981 

(thousands of dollars) 

aca, siort-term deposits and marketable securities ...............+. 1,391,675 885,988 

Mirnteasecs Ons And accounts: Tecelvable’o7 oi... ces kw wwe oe ns 4,567,503 4,743,212 

Pieces rope m Ics and dease EQUIPIMENt . s =... wes ee ne lee eee oe 314,416 147,266 

Pec Meduntctest ang OtQer ASSEtS J... 6. ed een eect eewast 178,796 60,512 

ineameiblemissets atic (rom ACQUISILIONS: 0... es ee be eo 188,225 197,746 

$6,640,615 $6,034,724 

Son eeerm cle nesits and DOITOWINGS. 9... cus os ee he eel des eae Gee eens 1,712,685 1,546,906 
Registered savings plans, debentures and 

eet tPPCedaiaves ent CCLtIMICALES. 4 nv sen ages oo sve ee we 3,974,934 3,946,036 

Pectmecsinrereseand Otlen liabilities. 2... 2... 2... ee cee ee ee ene on 413,548 160,800 

PONE CEITOINP UTI TAteS el) eG ool patie suied ssc debe +e cw dee Fe ewe 124,930 2,688 

6,226,097 5,656,430 

apts oc and ContiHibuted SUTpIUS ~...2. 12... ss eek eee tees 351,639 351,052 

Retained earnings subsequent to acquisition ................++++e5. 62,879 27 2A2, 


$6,640,615 $6,034,724 


Notes to Consolidated Financial Statements 
(continued) 


Intangible assets represent the excess of the cost 
of investment in subsidiaries over fair value of 
net tangible assets and liabilities at the dates of 
acquisition. Amortization and other adjustments 
related to this excess are included in income and 
increased subsidiaries’ reported net income b 
$16,900,000 in 1982 and reduced net Ra 
$3,000,000 and $4,000,000 in 1981 and 1980, 


Capital stock and retained earnings from above 


Advances from affiliates. 42.4 ee 


Elimination of unrealized inter-company gains 


Consolidation of short-term borrowings........ 


Investment in Genstar Financial Corporation .... 


Intangible assets arising from acquisitions ......... 
Debt discount’ 23.4.2 ese ee 


Intangible assets include an unamortized balance 
of $8,713,000 at December 31, 1982 from acquisi- 
tions subsequent to November 1, 1970, which is 


Included in advances relating to housing and 
land inventories is $78,492,000 at December 31, 
1982 and $46,644,000 at December 31, 1981 
representing the outstanding balances of the 
purchase price of development lands which are 
payable over periods up to five years. The remain- 
ing advances of $98,773,000 at December 31, 


respectively. This excess cost relates primarily to 
the acquisition of Canada Permanent Mortgage 
Corporation and is explained in more detail in 
Note 16 to these financial statements. 


A reconciliation of the preceding summary to the 
consolidated investment in financial services 
subsidiaries is as follows: 


1982 1981 
(thousands of dollars) 
te en eee ee 414,518 378294 
Koa 1 a ee 124,930 2,688 
539,448 380,982 
By, hes eae ee (62,070) (14,404) 
Co dos RN Be 
DAB ih eR os Si $477,378 $419,100 
1982 1981 
(thousands of dollars) 
ted so a 40,642 40,453 
eR ie... 7,619 8.877 
$48,261 $49,330 


being amortized to income over periods up to fort 
years. Unamortized intangible assets are charge 
to income in the event of diminution in value. 


1982 1981 

(thousands of dollars) 
AIG si. oc ne 401,200 420,043 
Re ys SE oe ee 13,910 146,470 


$415,110 = $566,513 


1982 and $35,850,000 at December 31, 1981 
represent construction financing and mortgage 
loans on residential houses included in inven- 
tories, which will be repaid or assumed by the 
purchaser upon sale of the related asset. Interest 
rates on these advances range from 6% to prime 
plus 3%. 
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{) Ee ee ee 
1982 1981 


Current Current 
Portion Total Portion Total 


(thousands of dollars) 


Ms CAST CCGG DUS Ae a a — 4,659 — 4,489 
Oe orconvertipiecdue in 1988" 2° ew — 9,605 _ 9,572 
Pie oconvertipie duetol989* 9. 0). os... _— 92,594 — 89,250 
ee OnORO MMe rs .L, — 55,482 EES 955.157 
Rete ROCHE) eee Fete. Sa eel as es 1,513 58,076 1,309 58,310 
Wardetnools <2. en. ole. Peta 2 ee eG1tiS0 66 500 
Pie MONE ON GOD Oaks i ee ck ee kc 440 18,440 1,500 20,952 
DP oreinkinemnd due to 1996*". 2. we 2,027 31,917 1,968 32,871 
ee Cee eae, ae 289 40,289 2,500 48,260 
103%4% due to 1999. . ohn Sis eA la ee 2,000 50,000 -— 50,000 
6,269 422,212 7,277 435,361 
534% to 12% revenue bonds due to1999* ....... 49 27,707 143 27,989 
4% to 137%%% building and equipment leases 
len OMEN t yt. ks Bb ow © oe 4,760 18,090 10,892 29,751 
4,809 45,797 11,035 57,740 
Ae a) a — 23,403 — 22218 
<n aie See re 9,669 31,804 6,119 35,671 


5, Suc hace SIRO 20,747 523,216 24,431 551,050 


PICMG ILS Sea ke oak. ce ee _ — —_ 100,000 
Prine OUCHIN LOSE © Pets a ke sled we ee — 50,050 — — 
ese ae a MUG IMIS 7 = cay sats eas so: — 50,430 — — 
Pie ists oo GuUCtOIIS9 fa). ae ke. — — — 6,516 
Prime rate debentures due to1994* .......... — 149,950 = — 
ej ie te _ 250,430 — 106,516 

20,747 773,646 24,431 657,566 

ee st ee _— 20,747 — 24,431 


Sete ee aietaiel Yo e ‘0! \vemiv? 0. 79) une.) @ Ne ae oie Ties. 6.) 0: © 


$20,747 $752,899 $24,431 $633,135 


* All or partly payable in U.S. dollars. 
**Payable in Swiss francs. 


Notes to Consolidated Financial Statements 
(continued) 


| 
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14 AEA o tir Se re eee ee 
5 ae 

| 


All debentures except the 9% convertible de- 
bentures due in 1985, the 64% % convertible 
debentures due in 1988 and the 11% debentures 
due to 1996 are secured by a floating charge on 
most of the Canadian assets of the company. 


Trust indentures pertaining to the debentures 
contain restrictive covenants covering the 
issuance of additional long-term debt and the 
payment of dividends. Under the most restric- 
tive of these covenants, retained earnings of 
$215 000,000 were available for common share 
dividends at December 31, 1982. 


Capitalized leases include municipal revenue 
bonds on lease-option facilities of a subsidiary 
which require lease payments equal to bond 
servicing and redemption requirements. 


This deposit relates to a mobile equipment sale 
and leaseback transaction completed during 
1982. 


The following payments are required in the next 
five years for long-term debt installment, sinking 
fund and purchase fund provisions and capital 
lease obligations: 
Long-term Capital 
Debt Leases 


(thousands of dollars) 


LOS Sisnts, sasteeeet eas hee $15,938 §$ 8,145 
1984 ites. ee ese ican 66,37 5a 937 
1985 ee panic yee 37,402 4,491 
1986 eee so) Meee ie ae 32,599 3,349 
TOR Fee spe ae pers eee 90,226 2,885 
Subsequent years’ 

lease payments ........ 27,299 
Total lease payments ..... 64,106 
Imputed interest. eee 18,309 
Present value of minimum 

lease payments ........ $45,797 


Canada Permanent Mortgage Corporation pro- 
vides the financing to the leasing company at 
market terms. 


— 5,000,000 shares authorized without nominal or par value issuable in series and designated 


as follows: 


— 3,390,424 Series A, B and D voting convertible shares bearing dividends from $1.10 to $1.50 each. 


— 20,000,000 shares authorized without nominal or par value issuable in series and 


designated as follows: 


—],000,000 Series A non-voting non-convertible shares of the stated value of U.S. $100 each bearing 


cumulative variable rate dividends. 


— 439,181 Series B voting convertible shares of the stated value of $24.40 each bearing cumulative 


dividends of U.S. $1.68 each. 


—3,000,000 Series C voting convertible shares of the stated value of $31.50 each bearing cumulative 


dividends of $2.35 each. 


—12,000,000 Series SP voting convertible shares of stated values determined at date of issue bearing 


non-cumulative dividends at various rates. 
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1) DS eee 


1982 1981 1980 
Shares Amount Shares Amount Shares Amount 
(thousands) 
Second preferred shares 
Pe OCEICSIAW eet te. 1G. es 1,000 $120,000 1,000 $120,000 1,000 $120,000 
Preferred shares 
peCerics AGB Gel) oc... 208 4,156 216 4,315 237 4,729 
Second preferred shares 
peers Beer)... 211 5,157 214 5,208 316 7,715 
—Series Cremer re 2,977) 93,770 21. 93,770 2,985 94,016 
Be OCICS Oe gel ioe 485 3,785 739 TT be 625 7,020 
3,881 $106,868 4146 $111,068 4163 $113,485 
1982 1981 1980 
((thousands of shares) 
“POCTIP SISO SEN? ete cag ee 4,146 4,163 795 
Issued in the year 
> NESTS aie USA 60 sol ORNS ie Bt Ao ren a 497 114 340 
—Series D at $22.50 in exchange for options and 
warrants of an amalgamated subsidiary.................... — 4] 100 
—Series C at $31.50 pursuant to a public offering ............. = “= 3,000 
Beemer second preterred at $24.40 20. ns a eee ee es — — 439 
4,643 4,318 4,674 
tet ueceLorCOMMMOI SHAICS ore eles ce ee ke ee eee ee (11) (172) (511) 
SLRS SP BSACES 8s HO Rie a I (751) — — 
TREE oh MESESP ley oe ce Ue tet See 3,881 4,146 4,163 
Under the terms of the second preferred share Each Series C second preferred share is con- 
issue agreements, no preferred shares ranking vertible into one common share until June 30, 
higher than the second preferred shares can be is- 1990, after which the company will purchase 
sued without the consent of the second preferred 1% of the shares then outstanding per quarter. 
shareholders. Since issue in 1980 a total of 23,180 shares has 


been converted to common shares. 
The Series A second preferred shares bear cumu- 


lative variable-rate dividends based on the London During 1982, all Series SP shares issued in 
Inter-Bank Offered Rate. As of December 31, 1982, prior years were redeemed at their stated values. 
1981 and 1980, the dividend rates were 6.29%, New Series SP shares, which are subordinate to 
9.50% and 8.56% respectively. At the option of all other preferred shares, were then issued. 


the holder, the company will repurchase, at the 
stated value, a maximum of 330,000 shares on 
each of November 1, 1986 and 1987 and any 
balance outstanding on November 1, 1988. 


Notes to Consolidated Financial Statements 
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—an unlimited number, without nominal or par value. 


1982 1981 1980 
Shares Amount Shares Amount Shares Amount 
(thousands} 
Common: Shares eee eae 30,878 288,223 30,589 283,166 30218 276,665 
Contributed surplus ....... — 8,552 — eee! _ 8,450 


30,878 $296,775 30/589, $291;718 302152 peo 265;115 


1982 1981 1980 
(thousands of shares) 
Beginning of year v0. se. :2eel eee ae 30,589 30,215 27,380 
Issued in the year— 
At U.S. $16.00 in exchange for convertible debentures ......... 17 81 316 
At $10.00 to $31.50 on the conversion of preferred shares ....... 16 224 500 
At $42.25 and U.S. $36.25 pursuant to a public offering ........ — —_ 2,000 
At $6.77 to $42.14 under stock purchase plans and 
on the exercise of options and warrants......... 256 69 19 
End of year <6. (2G 2. Pe ee ee 30,878 30,589 30,215 
At $31.50 for the conversion of Series C second preferred shares ... 2,977 SASIA: 2,985 
At $24.40 for the conversion of Series B second preferred shares ... 190 192 285 
At U.S. $5.85 to U.S. $9.68 for the conversion of Series SP 
second preferred shares =, a. 454 86 391 
At $10.00 for the conversion of preferredisiarcsa ee ee 416 432 565 
At $11.99 to $15.75 and U.S. $10.88 to U.S. $17.88 
tor the exercise Of Options 22 |. ure) een er 138 60 101 
At U.S. $16.00 for the conversion of debentures ................ 486 503 584 
4,661 4,250 4911 
Options have been granted whereby common Under the terms of the 1969 Stock Purchase Plan, 
shares may be purchased by employees at a price trustees have purchased, at approximately 99% 
equal to 90% of market on the grant date. Em- of market, 47,380 common shares for the benefit 
ployees, the majority of whom were also officers of employees who are officers and 255,015 com- 
ot directors, held options for 56,415, 60,000 and mon shares for the benefit of other employees. 
100,000 common shares at December 31, 1982, The participants pay $11.99 to $15.75 for the 
198] and 1980 respectively. Option prices from shares over a period of seven years together with 
inception of the plan have ranged from $4.89 to interest calculated at 5% per annum. The shares 
$23.85. are held as security by the trustees until full pay- 


ment has been received. 
Subject to shareholders’ approval, options have 


been granted under a new plan whereby common Under the terms of the 1979 Stock Purchase Plan, 
shares may be purchased by employees at a price 484,650 Series SP second preferred shares remain 
equal to 100% of market as of the date of grant. issued of which 456,850 are held by employees 
On December 31, 1982, employees held options who are directors or officers and 27,800 are held 
for 81,795 shares which become exercisable in by other employees. 

nat eee Sin Sandon eaten’ obec: The participants pay U.S. $5.48 to U.S. $9.06 for 


the shares over a period of ten years together with 
interest currently set at 9% per annum. Non- 
cumulative dividends are paid at the annual 
rate of U.S. $0.66 to $1.09 per share. 
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Income before taxes and provision for income taxes by geographic area are as follows: 


1982 1981 1980 


(thousands of dollars) 


CORIO. Cont «ea = Ai (25,669) 90,855 —76,852 
rig tte ee ec Eee oe (289,790) (158,883) 37,200 
rie ee te ce 130,763 140,460 83,169 
$(184,696) $ 72,432 $197,221 

NG eC in re HR Sy Rake ce oa cee (4,200) 21,600 18,200 
ARON TNE: HIS. gach 0 Bee PR ao a (1,200) 6,900 5,900 

uated? Sereae 00 etd RR (5,500) (38,600) ~—«:17,900 
COMDNET ls Sig Sk ane ee 3,200 1,500 2,900 
$ (7,700) $ (8,600) $ 44,500 

BE ie ae DC CL es ee eee ee (17,400) 5,200 12,300 
SONIC Me Peden ces ee ea oe a Pees (5,000) 1,800 4,000 

_Lintied QeWSs . gobo eee On (70,300) {19,800} (21,500 


$ (92,700) $ (12,800) $ (5,200) 


The components of the deferred tax provision are as follows: 


1982 1981 1980 
(thousands of dollars) 
Prac itionarcepreeiation 70r tax PUIPOSES................600465 6,400 5,900 5,500 
Losses available to reduce future taxable income............... (30,000) = (19,800) — 
Di spdemmeaiiistcaltzed 101 tax PUrpOSeS.....<.:5....+.0-02 25: ~- —- (6,700) 
Portion of real estate and joint venture income deferred 
em OO Med OMCAXIDUTPOSES | Gl sos... el soe daa ene (1,400) 1,700 (5,200) 
Excess tax value of assets available 
ROMeduce titute taxabledncome:..... 42.2 fo. e ec eee eee (69,700) = — 
ye Se c= care 2,000 (600] 1,200 


$ (92,700) $ (12,800)  $ (5,200) 


The company’s effective income tax rates are as follows: 


1982 1981 1980 
Canadian and United States federal income tax rates ........... (46.0)% 46.0% 46.0% 
Effects of investment, manufacturing and processing 
Co ei eS 5 Gah oe an eae eee Ca ie es ee 6.7 (Loos (5.0) 
Provincial and state income taxes, net of federal deductions ..... (1.6) (1.5) 13 
Reduced rate on capital gains and other income .............-- 6.4 (8.0) (0.3) 
Inter-unit interest income taxed at reduced rates.............-- (30.3) (80.6) (24.7) 
Losses available to reduce future tax provisions..............-- 15.0 655 — 
Non-taxable foreign income and equity net income ...........- (6.4) (16.7) (1.5) 
Amortization of acquisition purchase price allocations ......... 2 ey 
NOE «cn SUD ea: BE ne ne nea 1.3 1.4 2.4 


(54.4)%  — (29.5)% 19.9% 


Notes to Consolidated Financial Statements 
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Investment tax credits are accounted for on the 
flow-through method. 


Losses of $229,000,000 are available to reduce 
future United States taxable income in years up 
to and including 1997. Tax recoveries have not 
been recorded on $123,000,000 of these losses. 
In addition, the tax value of United States as- 
sets exceeds book amounts by $160,000,000 
which is available to reduce future taxable 


income. Deferred income taxes recoverable of 
$69,700,000 have been recorded in this regard. 


Income taxes have not been provided on un- 
distributed income of foreign subsidiaries as 
such income is being reinvested in foreign 
ppt At December 31, 1982, $110,000,000 
of such undistributed income, if distributed as 
dividends, would not be subject to any additional 
income tax, and $330,000,000 would be subject 
to income tax at 46%. 


The weighted average number of shares used in calculating net income per common share under the 
Canadian and United States methods is as follows: 


Weighted average common shares..... 
Share equivalents pertaining to 

—conversion of preferred shares 
—conversion of debt... 7.45.4 ane 


er 


Weighted average common shares..... 
Shares pertaining to 

—conversion of preferred shares 
—conversion of debt 


©: (9, so). jee) ele ye fee 0) whe 


Basic and primary income per common share 
have been calculated after reducing net income 
by $18,689,000 in 1982, $20,589,000 in 1981 and 
$17,543,000 in 1980, being the preferred share 
dividend entitlement. Net income was increased 
for purposes of calculating United States income 
se common share by $7,958,000 in 1981 and 
7,924,000 in 1980, being the effect on income 
available for common shares of dividends and 
interest paid on common share equivalents. 


In determining fully diluted income per com- 
mon share, net income has been reduced by 
$18,689,000 in 1982, being dividends on all out- 
Seine referred shares, and $12,680,000 in 
1981 an $9,710,000 in 1980, being the dividends 
on outstanding non-convertible preferred shares, 


Canadian United States 
1982 1981 1980 1982 198] se 1980 
(thousands of shares} 

30,653 30,495 28,526 30,653 30,495 28,526 
ise a. es hs 3 D4eaaG 

_— = = _ 525 622 

se Be si = 54 170 
30,653 30,495 28,526 30,653 34,321 32,634 
30,653 30,495 28526 30,653 30,495 28526 
e704 ees 8a 37 Ame ea 

— apes) 622 — a2) 622 

— 146 254 —_ ae) 172 
30,653 34,890 33,243 30,653 34,799 33,161 


and increased by $331,000 in 1981 and $394,000 
in 1980, being the after-tax effect of interest on 
convertible debt. Net income was further in- 
creased for purposes of calculating Canadian 
fully diluted income per common share by 
$94,000 in 1981 and $185,000 in 1980 to reflect an 
imputed after-tax return of 5% to 10% on funds 
which would have been available on the exercise 
of options and warrants. 


In 1982, the weighted average number of com- 
mon shares used to calculate primary and fully 
diluted income per common share has not been 
increased for the potential effects of conversion 
of options, convertible preferred shares or debt, 
as this would reduce the calculated loss per 
common share. 
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During 1981, the voting shares of Canada Per- 
manent Mortgage Corporation (CPMC) were 
acquired through cash tender offers and private 
Pibecaae ss This investment has been accounted 


or on the equity method of accounting effective 
July 31, 1981. 


CPMC es financial intermediary services 
nationally in Canada through branches which 
accept deposits and make residential mortgage, 


personal and commercial loans primarily for 
terms of one to five years. Short-term and de- 
mand checking and savings deposits are also 
accepted and investments are also made in 
marketable securities and short-term deposits. 
CPMC also provides personal, pension and 
corporate Gateens services through the branch 
locations and real estate brokerage services 
through sales offices across Canada. 


Details of the acquisition, which was accounted for on the basis of purchase accounting, are as follows: 


Net tangible assets at the net book value of CPMC.... 
Minority non-voting redeemable preference shares... . 


Allocation of purchase price to 
Tangible net assets — loan assets 


Identifiable intangible assets 


— financial intermediary business................. 
— fiduciary business........... 


— real estate brokerage business 


Resi miranei ple aSSetS4-) sc ciotin cabs sos - 


Cost of investment 


Reported net income of CPMC is adjusted to 
include amortization of the purchase price allo- 
cation to financial assets Sard liabilities, which in 
most cases occurs by December 31, 1986, and 
over the estimated remaining useful lives of 4 to 
40 years for the depreciable portion of properties 
eat equipment. For intangible assets, the periods 


ewe cee Ce eee aencc eee 


— deposit liabilities............ 
— marketable securities........ 


ere ishloltel ete! js) jie] sellel =) 9 1s) te) ets 6, sis; '« etal oa: a) je Ce. ew 0, '6 


(thousands of dollars} 


Pe Mig ea oa 201,700 
era ene, a Onna 19,000 
182,700 

Regis eae er (151,300} 

ef OED, Cea De? 99,300 

Pea Atak ar (28,200) 
Cc Reeees Nor eee 29,700 {50,500} 

41,500 

ae ees tet ee: 34,500 
OA ES ees 15,300 91,300 
Nan OT ke 64,500 
nt ee a ___ $288,000 


and methods of amortization range from 10 year 
declining balance to 40 year straight-line with an 
average charge approximating a 25 year straight- 
line amortization of total intangible assets. The 
cost of the investment in CPMC on consolidation 
exceeds the underlying book value of net tangible 
assets by $103,000,000 at December 31, 1982. 


Notes to Consolidated Financial Statements 
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Equity income of CPMC included in the consolidated financial statements is as follows: 


1982 1981 
(thousands of dollars) 
CPMC het income as reported... 5. oe ae 12,769 19,767 
Dividends on non-voting redeemable preference shares ................. 1,482 1,524 
11,287 18,243 
Pre-acquisition. INCOMIC...). 52S. as et knee eee — 10,028 
11287 8.215 
Adjustments for purchase price allocation: 
Financial assets and liabilities—discount amortization ............... 37,500 16,700 
Marketable securities—reduction of Bains” 29) ween. ne eee (3,967) (14,568) 
Other assets—depreciation and amortization........................ (7,927) 1,289 
Equity income . . =... {ss 60 os eee ee $ 37,293. $2 11,636 
Assuming that the acquisition, at the same was financed by bank borrowings at an average 
excess cost, had taken place on January 1, 1980, cost of 15% in 1980 and 18% in 1981, the theo- 
that the required amortization of excess cost retical pro-forma consolidated results would 
remained unchanged and that the purchase have been as follows: 
1981 1980 
(thousands of dollars} 
CPMC net income as reported net of dividends to minority shareholders. . 18,243 26,827 
Less: Post-acquisition income recorded in 1981...................... ; 8,215 _ 


10,028. a26.eoe 


Adjustments to amortize purchase price allocation: 


Financial assets and liabilities ae eee eee 25,850 38,550 
Securities, depreciation and amortization 2 eane ee ee : (25,278) (20,077) 
eye 18,473 

Pro-forma increase In revenues = sy ken eee ee a ac 10,600 45,300 


Financing costs: 


Tnnterest: 0.5. oo. gi A ae sae = 2c (28,700) (42,400) 

Related income taxes  ...) So, aera eee ee oN 12 S00 aie GD 
Pro-forma increase (decrease) in, met INCOM eet eee ere (5,200) 22,000 
Net income as reported. .2 55.) =e eee re cee 93,832 157,921 
Pro-forma net income... yea ee ee 2 Ce ee $88,632 $179,921 
Pro-forma net income per common share 

Canadian method — basic #.stnes ee eee nes kee $2.26 $5.60 

— fully dilated: 7 epee n+. cs hae ee ee eon Sell) 
United States method’— primary eee re 2.24 Oey, 


— fully dilutedste-e ee 42k ee ee phe palU 
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The company and its subsidiaries have a number 
of defined benefit pension plans under which sal- 
aried, commissioned and hourly employees are 
eligible to participate upon retirement after vary- 
ing years of employment. The company’s annual 
contributions to the plans are charged to income 
based on actuarial funding requirements. 


The latest actuarial valuations of the pension 
plans were made as at January 1, 1982 using an 
assumed return on pension plan assets of 8% to 
8¥%2%, compared to the 5% to 642% returns as- 
sumed in prior years. This change in actuarial as- 
sumptions, ene with a change in the method for 
calculating benefits, resulted in an approximate 
$11,000,000 increase in the surplus of pension 
plan assets over accumulated plan future benefits 
as of January 1, 1982, representing prior years’ 
overfunding of the plans. During 1982, excess 
contributions were withdrawn from the plans 
and applied as a reduction of prior years’ excess 
pension plan expense. The resulting 1982 pension 
expense was a credit to 1982 income of 
$3,000,000. The balance of the surplus will be 
used to reduce future years’ pension expense. 
Total contributions to plans charged to income 
in 1981 and 1980 were $9,400,000 and $10,700,000, 
respectively, including prior service costs 
amortized over periods up to 15 years in Canada 
and up to 30 years in the United States. 


The results of the valuations of the Canadian and 
the United States plans at January 1, 1982, and 
the principal bases for calculating future benefits 
were: 


—assets with a market value of $85,800,000 
were available in the Canadian plans compared 
to a present value of accumulated plan benefits 
of $69,800,000. The accumulated plan benefits 
calculation was based on the value of future 
accrued benefits at retirement and accordingly 
assumed 100% vesting of benefits. 


—assets with a market value of $101,200,000 
were available in the United States plans com- 

ared to a present value of accumulated plan 
been of $92,400,000. The accumulated plan 
benefits calculation was based on the value of 
currently accrued benefits payable at retirement 
and includes $84,100,000 of currently vested 
benefits. 


Certain 1981 and 1980 amounts have been ~ 
reclassified to conform with 1982 presentation. 


Interest costs, related primarily to real estate 
joint ventures and revenue property develop- 
ment, are Peis during the development 
period and charged against income as part of con- 
struction cost or depreciation. Had these interest 
costs been expensed as incurred, income before 
income taxes would have been reduced by 
$3,800,000 in 1982, $19,700,000 in 1981 and 
$13,100,000 in 1980. 


Restrictions on Inter-Company Distributions 
Loans, dividend payments and income distribu- 
tions from certain subsidiaries and joint ventures 
are restricted by legislation, trust indentures and 
other agreements. 


CPMC, as a public deposit and lending institu- 
tion, is regulated by various Canadian federal and . 
provincial legislation, the federal portion of 
which is administered by the Superintendent of 
Insurance, Canada under broad powers granted 
by legislation. Regulatory approval would 

be required for any loan from CPMC to the com- 
pany. In the case of CPMC as with other large 
Canadian trust companies, the Superintendent 
has set guidelines requiring that total borrowings 
cannot exceed twenty-five times net assets as 
defined. Under these guidelines, at December 31, 
1982, $23,400,000 of CPMC’s retained earnings 
was available for dividends. 


Trust indentures relating to $55,300,000 of the 
long-term debt of The Flintkote Company re- 
quire approval of the trustees for dividend distri- 
butions to the company in excess of defined 
amounts and loans to the company other than in 
the normal course of business. No consolidated 
retained earnings are restricted under such pro- 
visions and all but $231,000,000 of Flintkote’s net 
assets could be distributed without the trustee’s 
approval. 


Joint venture agreements generally require the 
approval of all partners prior to the distribution 
af income or granting of loans to the partners. At 
December 31, 1982, $21,000,000 of consolidated 
retained earnings represent unremitted income 
of joint ventures. 


Minimum annual payments under operatin 
leases for equipment and premises are as follows: 
1983—$28,809,000; 1984—$22,758,000; 
1985—$16,453,000; 1986—$12,664,000; 
1987—$9,263,000; Thereafter— $34,934,000. 
Rental expense for the years ended December 31, 
1982, 1981 and 1980, was $42,000,000, 
$23,100,000 and $23,900,000, respectively. 


Notes to Consolidated Financial Statements 
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The company and its subsidiaries are parties to 
routine claims and suits brought against them 

in the ordinary course of business. In the opinion 
of management, all such matters are adequately 
covered ee insurance, or if not so covered, the 
results are not expected to materially affect the 
company’s financial position. 


A subsidiary has been named as defendant, along 
with a number of other United States cement 
producers, in a number of actions commenced 
in United States Federal courts by plaintifts 
purporting to represent groups aenias that the 
Portland Cement Association and its members, 
including the subsidiary, have violated the anti- 
trust laws by engaging in a conspiracy to fix, sta- 
bilize and maintain the price of cement. None of 
these actions, which have been remanded to the 
District of Arizona, allege a specific amount of 
damages, but they seek in addition to other relief, 
money damages equal to treble the damages al- 
legedly sustained by the plaintiffs. The actions 
have not progressed beyond the discovery stage. 
The court has certified the classes sought by 
plaintiffs to include purchasers of cement and 
cement-containing products and has notified 
potential class members of the existence of the 
actions. Management denies the allegation, 
believes that ite alleged violations are without 
foundation and intends to vigorously contest 

all of the actions in which the subsidiary is in- 
volved. Based upon investigation of the allega- 


ace Nn Maree anSaaLa  i 


tions to date, counsel engaged to represent the 
subsidiary in these actions believes that the posi- 
tion of management is sound, and remains of 
the opinion that the subsidiary has meritorious 
defenses to the claims. 


During the past several years, a subsidiary has 
been named as one of a ibe number of defen- 
dants in numerous actions filed in various 
jurisdictions seeking actual and exempla 
damages based on alleged injuries from asbestos 
fibers contained in products allegedly made and 
sold by such defendants. The subsidiary has as- 
serted various defenses to such actions. Should it 
be found liable for actual damages in any particu- 
lar case, the subsidiary would still intend to 
contest any assessment of exemplary damages 
against it. Product liability insurance is main- 
tained under which insurance carriers have 
accepted and have been defending such claims. 
However, the amounts of liability insurance cov- 
erage available will depend upon the policy years 
to which claims are attributed and the amount of 
any exemplary damages awarded, since one or 
more of the subsidiary’s insurance carriers 
might contest liability for some or all such ex- 
emplary damages if awarded. The subsidiary in- 
tends to contest any such coverage denials 
should this become necessary. aithOGeN the 
amount of liability at December 31, 1982, with 
respect to these actions cannot be ascertained, 
in the opinion of management, any resulting li- 
ability will not materially affect the company’s‘ 
consolidated financial position. 


(Unaudited) 
Three Months Ended 
Year Ended 
March 31 June 30 September 30 December 31 December 31 
1982 (thousands of dollars) 
Revenues (25 .222.5 5 oe See eee ee $324,562 $464,461 $524425 $446,779 $1,760,227 
“Gross profit ese 62,272, 90,698 88,678 OVE Le 299,565 
Net income |Loss)". 25-3) eee (20,774) (24,501) (1,836) (37,185) (84,296) 
Net income (Loss) per common share 
basic os ice eee $e |0.84) i750 (097\5 ieee O20) $ (1.35) $ (3.36) 
— primary sets a ee (0.84) (0.97) (0.20) (1.35) (3.36) 
Market price (The Toronto Stock Exchange) 
—high 2 ae ee ee See 24.00>. See) See pee} $: 24.75 See 2475 
OW 3 i Roe i ee 16.00 11.00 8.88 11.50 8.88 
Trading volume on exchanges in 
—Canadaixe. cn ee ee eee 1,233,971 1,886,992 1,371,905 4359978 8 852,846 
—United: States 2) 2 ut eee 934,300 2,269,700 1,170,000 6,901,000 11,275,000 
—other. 22iee) tte eee ee 29,083 34,039 36,342 42,634 142,098 
Total oa, 24.29 ee eee ee 2,197,354 4,190,731 2,578,247 11,303,612 20,269,944 


5} ES 9 eee ee 


1981 

IRC VCHIUCS Merwe En en fire Ot aes ss 
CrscPIOlierrere tt et. ores. 5 
INC CHITICOITIC Mente Rtas so 5 sel yw 


March 31 June 30 September 30 December 31 


GENSTAR 


Three Months Ended 
Year Ended 
December 31 


(thousands of dollars) 


$430,948 $591,086 $584,030 $539,858 $2,145,922 
123,286 164,678 137,172 153,901 579,037 
20,222, 40,803 11,090 OAs, 93,832 


—basic co 9 Uigtth Aa en he a Dee 0e pe al l/mer Sos 19m eG Pao aames 2.40 

{USI bs de ee 0.49 Li 0.23 0.54 2.3/7 
Market price (The Toronto Stock Exchange} 

SEAN IWe 66 Sie aaa i or 42.705) 9-4 1-88)eub 236.50 9) 25 50M oe 475 


=I CATTEGE ne, al 


Average Canadian Consumer Price Index 


(1971 = 100 per Statistics Canada)............ 


Revenues (millions of dollars} 


= HO (IB OUIRESE. Acie eta g Ae 
SeIMCOMSCAICCOMATS ee te) ots a bes ne ee bos 


Dividends per common share 


Eee CHOLC CRE I ene. Gee as lens 
SP ITIEOIISCATIL GOLLATS fe ne) he's ces Sew tn ce os 


Market price per common share at year-end 


BFS COLICA ATOLL Ger Po. cial he tie hie ws 
SEC OMSEATICCLOLIATS cote 0a oth, eres ge oes 


Although the North American economy experi- 
enced lower inflation during 1982 than in recent 
years, the average Consumer Price Index (CP]] 
in Canada still increased by 10.8% during the 
current year. In order to provide financial state- 
ment users with information as to the effects 

of inflation on an enterprise, guidelines for the 
calculation and disclosure of inflation-adjusted 
information have been issued by both the Cana- 
dian Institute of Chartered Accountants (CICA) 
and the Financial Accounting Standards Board 
(FASB), United States. Both the CICA and FASB 


prescribe a “Current Cost” computation to mea- 


sure the effects of specific inflation on a com- 


35.00 36.13 23.00 18.38 18.38 


1,037,993 1,115,962 1,317,336 1,499,533 4,970,824 
1,279,500 1,141,800 1,865,600 3,034,600 7,321,500 
126,610 58016 32082 34118 


2,444,103 2,315,778 3,215,018 4,568,251 12,543,150 
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pany’s particular businesses and the use of the 
Consumer Price Index to calculate amounts of 
equivalent purchasing power by adjusting for the 
effects of general inflation. The measurements 
concentrate on the amount of inventories and 
fixed assets necessary to maintain “Operatin 
Capability” of an entity and the effects whic 
these amounts, restated for the effects of 
inflation, would have on its operations and 
financing. 


These computations as explained hereunder, 
involve estimates and subjective judgments 
which greatly reduce ero et eh to actual 
operating conditions and the reader is cautioned 
accordingly. 


Notes to Consolidated Financial Statements 
(continued) 


The prescribed method to approximate specific 
inflation is to determine today’s cost to replace 
assets with the same type as those produced or 
utilized by the company. The methods used to 

determine this theoretical cost vary depending 

on the industry and type of asset. 


In the case of Genstar, the current cost of inven- 
tories of manufactured products and housing 
units and the related cost of sales have been de- 
termined by applying recent purchase prices and 
standard costs to units on hand or the use of in- 
ternal and external indices for changes in costs. 
Land development inventories and cost of sales 
have been adjusted by the Canadian and U.S. con- 
sumer price indices for land content and internal 
cost increment indices for the development con- 
tent. The CPI has been used for land content be- 
cause the unique nature of land purchased for fu- 
ture ee de! precludes the determination of 
a sufficiently accurate alternative current cost. 


The current cost of fixed assets of Genstar’s man- 
ufacturing and marine operations has been deter- 
mined using recent construction and purchase 
costs or internal, external and trade association 
indices. Current cost of mobile equipment was 
based on quoted used equipment prices, inter- 
nal indices and new equipment prices factored 
for differences in utility. The fixed assets of The 
Flintkote Company have been included at the 
consolidated carrying value at December 31, 
1979, the date of acquisition, adjusted for changes 
in external indices since that date. If new asset 
pues have been used, accumulated depreciation 

as been deducted for the expired useful life. De- 
preciation was based on average 1982 current cost 
and historic estimated useful lives. 


During 1982, specific inventories and fixed assets 
have been reduced by approximately $47,000,000 
to their net realizable value. Management be- 
lieves that the resulting book values also repre- 
sent the current value of the assets, and accord- 
ingly, their current cost values were not 
increased above these amounts. 


Monetary assets and liabilities are restated only 
for the current year’s general inflation. The com- 
pany’s investments in non-consolidated financial 
services subsidiaries and joint ventures have not 
been restated for the effects of inflation because 
the underlying assets and liabilities are primarily 
monetary in nature and therefore not subject to 
specific inflation. 


The amount disclosed as “Current year adjust- 
ment for specific inflation in excess of general 
inflation” is the difference between the effects of 
general inflation and the effects of change in 
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specific prices during the year. The Canadian CPI 
has been used as the measure of general inflation 
and has been applied to restate items from histor- 
ical cost to equivalent average 1982 dollars. For- 
eign currency current cost amounts were trans- 
lated to Canadian dollars and then restated into 
average 1982 dollars. A resulting translation ad- 
justment represents the portion of the current 
year’s increase in current cost that is due to the 
change in exchange rates between the foreign and 
Canadian currencies. 


The “Constant Dollar” disclosures made in prior 
years were based on the Canadian CPI, whereas a 
significant portion of the company’s operations 
are conducted in foreign currencies. Constant 
dollar disclosures for these operations based on 
the Canadian CPI do not accurately reflect the 
financial results and relationships as measured in 
the currency in which the foreign business is 
conducted and therefore the constant dollar dis- 
closures have been eliminated. 


As the purchasing power of the dollar declines, so 
does the true economic cost to repay liabilities. 
The company’s net monetary liabilities have 
been adjusted to average 1982 dollars using the 
Canadian CPI. The resultant reduction in liabili- 
ties, assuming repayment in December 31, 1982 
dollars, is the purchasing power gain. 


This considerable gain can be viewed as the pur- 

chasing power decrease accruing to the lender of 
capital and results from using borrowed funds as 
a hedge against the effects of inflation on related 
assets. 


The Canadian inflation accounting guidelines 
identify another allocation of the effects of 
inflation between the lender of capital and the 
common shareholder in addition to the pur- 
chasing power gain. In periods of increasing 
prices the compan will require additional capi- 
tal to offset the effect of increases in the specific 

rices of inventories and fixed assets and is re- 

erred to as maintenance of the operating capabil- 
ity of the enterprise. The capital required to 
maintain the operating capability of the enter- 
pas is provided by a combination of share- 

olders’ investment and borrowed funds. The 
financing adjustment represents the increase in 
the current cost amounts of inventories and fixed 
assets which theoretically would be financed by 
debt given the company’s average debt to equity 
structure for the year. The use of debt to finance 
these assets reduces the amount of the net in- 
crease in current cost that theoretically would be 
deducted from income attributable to share- 
holders. 
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The company’s total assets less liabilities have 
been adjusted to average 1982 dollars and for the 
current cost/constant dollar differential of in- 
ventories and fixed assets to produce a current 
cost equivalent. 


(millions of dollars except per share amounts) 
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Current cost adjustments 
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Current cost income adjustment 
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GENSTAR 


The capital stock and retained earnings are 
considerably greater than the corresponding 
historical cost amounts. These adjusted 
amounts should be viewed as estimates of 
capital employed on which a fair return must 
be earned and not as amounts distributable to 
shareholders as dividends. 


1982 1981* 1980* 
met (84.3) 103.9 196.8 
let 39.4 66.2 83.0 


aot 49.9 52.0 46.7 
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$2,272.9 $2,680.0 $2,621.9 
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*For the purposes of comparison 1981 and 1980 amounts have been increased for the change in the average CPI from those years to 1982. 
This restates 1981 and 1980 amounts to the purchasing power equivalent of average 1982 dollars. 


Expressed in year-end 1982 dollars, inventories, including development land, and fixed assets calculated 
under the current cost method were $920,600,00 and $1,432,100,000, respectively, compared to historic 


cost of $750,460,000 and $890,583,000. 
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